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Direct Testimony of Amanda M. Alderson

Q PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
A Amanda M. Alderson. My business address is 16690 Swingley Ridge Road,

Suite 140, Chesterfield, MO 63017.
Q WHAT IS YOUR OCCUPATION?
A | am a Senior Consultant in the field of public utility regulation with the firm of

Brubaker & Associates, Inc., energy, economic and regulatory consultants.

Q PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE.

This information is included in Appendix A to this testimony.

BRUBAKER & ASSOCIATES, INC.
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ON WHOSE BEHALF ARE YOU APPEARING IN THIS PROCEEDING?

This testimony is presented on behalf of Federal Executive Agencies (‘FEA"). FEA
consists of certain agencies of the United States Government which have offices,
facilities, and/or installations in the service area of Arizona Public Sefvice Company
(“APS”) or “Company”) and purchase electric utility service from APS. The FEA
facilities include local post offices, recruitment offices, and numerous other local

federal buildings.

WHAT IS THE SUBJECT MATTER OF YOUR TESTIMONY?
| will address the filed retail cost of service study ("COSS”") of APS, the resulting
spread of the required revenue increase, and APS’s proposals concerning various
rate adjustors and riders.

My silence in regard to any issue should not be construed as an endorsement

of APS’s position.

. SUMMARY OF FINDINGS AND RECOMMENDATIONS

PLEASE SUMMARIZE YOUR FINDINGS AND RECOMMENDATIONS
CONCERNING THE 2015 TEST YEAR COSS.
My cost of service findings and recommendations are summarized as follows:

1. | find the Company’s proposed jurisdictional and New Mexico retail production
and transmission allocation methodologies to be consistent with cost-causation
principles. They also follow recently approved allocation methods for the
Company and other investor owned utilities (“IOU”) in Arizona, and neighboring
states. | recommend the Arizona Corporation Commission (“Commission”)
approve the Company's proposed production and transmission allocation
methods in this case for both jurisdictional and retail allocation.

2. While | support the jurisdictional and retail production and transmission allocator
methodology, | am proposing corrections to some of the allocation factors:

BRUBAKER & ASSOCIATES, INC.
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a. | recommend three corrections to the New Mexico retail production
allocator, the first of which is to correct two typographical errors in the
input values for class non coincident peak in the COSS. The second is to
correct for the double-allocation of fuel and purchased power costs to the
legacy Rate AG-1 customers. The third correction is to allocate purchased
power costs for fixed capacity payments on the same Average and Excess
production demand allocator used elsewhere in the COSS by APS.

b. I recommend APS include a customer component in the development of
certain distribution cost allocation factors in its COSS.

i. The National Association of Regulatory Utility Commissioners
(*NARUC”") Manual supports the allocation of certain distribution
costs using both a customer and demand classification.

ii. . Further, Tucson Electric Power reflects this allocation method in its
ongoing base rate case to appropriately reflect the cost to provide
distribution services to all types of customers, including solar

generating customers. | recommend the Commission accept this
change to the COSS.

PLEASE SUMMARIZE YOUR FINDINGS AND RECOMMENDATIONS
CONCERNING THE COMPANY’S PROPOSED REVENUE SPREAD.

| find the Company’s general approach to revenue spread to be reasonable, using the
COSS results as a guide, and considering gradualism when apportioning rate
increases. Based on my corrected COSS presented in this testimony, | have
developed an alternate spread of the revenue increase. My proposed spread will be
detailed later in this testimony. It brings most classes closer to a 1.00 indexed rate of
return, ensuring the majority of classes are paying nearly their full allocated cost of

service, and minimizes the subsidy paid across classes.

PLEASE SUMMARIZE YOUR FINDINGS AND RECOMMENDATIONS
CONCERNING THE COMPANY’'S PROPOSED CHANGES TO VARIOUS RATE
ADJUSTORS AND RIDERS.

My findings and recommendations are summarized as follows:

BRUBAKER & ASSOCIATES, INC.
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| oppose the Company’s proposal to include the costs of electric storage contracts
in the Power Supply Adjustment mechanism because there are currently no such
contracts, and power storage costs are better allocated on a demand basis as
opposed to an energy basis.

| oppose the Company’s proposal to increase the cost cap of the Environmental
Improvement Surcharge, but find the cost under-recovery carry over and
balancing account proposals to be reasonable. Because the Company's
expenses recoverable under this surcharge will reset to zero in this proceeding, it
is unnecessary to increase the cost cap.

| find the Company’s proposal to roll into base rates $10 million in Demand Side
Management Adjustment charges to be reasonable. The purpose of this adjustor
is to recover costs for approved Demand Side Management projects incurred
after a utility’s last base rate case up to the test year in its next base rate case.

| oppose the Company’'s proposal to roll into base rates $37.6 million in
Renewable Energy Adjustment charges. The Arizona Renewable Energy
Standard mandate includes ratepayer cost protections that are muted when costs
are removed from the Company’s Renewable Energy Adjustment rider and
moved into base rates. The Company’s proposal also muddies the rate signal to
customers working to meet their own internal carbon reduction goals when the
additional cost for utility renewable generation is not separated from base rate
charges.

| oppose the Company’'s proposed elimination of Rate Rider Schedule AG-1,
because the Company’s estimate of lost revenues from this program is flawed,
the Company has not recorded all reasonable additional revenues gained from
this program, and the Company has not fulfiled its Commission-directed
obligation to fully explain why it was unable to eliminate all of the lost fixed
generation costs from the Rate AG-1 program. | recommend that the
Commission correct its cost impact estimates and, based on those results,
continue and expand the Rate AG-1 program.

| recommend a change to the Company’s proposed Rate Rider EPR-6s, designed

to provide the Commission-directed export energy payment to rooftop solar

customers. The Company’s Rider EPR-6s institutes a 100 kW-ac maximum for
eligibility to receive the export energy payment recently approved by the
Commiission in its Value and Cost of Distribution Generation Proceeding. This
cap shouid be removed.

BRUBAKER & ASSOCIATES, INC.
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Il. APS’S PROPOSED COST OF SERVICE STUDY

HAVE YOU REVIEWED THE COMPANY’'S COST OF SERVICE FILING IN THIS
PROCEEDING?

Yes. | have reviewed the testimony of APS witness Mr. Leland Snook and the COSS
he has presented therein. The Company proposes to continue using the production
and transmission jurisdictional and retail cost allocators as it used in the last several

base rate cases.'

PLEASE DESCRIBE THE COMPANY’'S PROPOSED JURISDICTIONAL
PRODUCTION COST ALLOCATION METHOD.

APS proposes to allocate its fixed (non-variable) production plant costs between
jurisdictions using the four coincident peak (“4 CP") method. APS's proposal
generally follows cost of service principles, and is unchanged from the last several
APS base rate cases. The Company states that it is required by the Federal Energy

Regulatory Commission (“FERC") to use the 4 CP methodology.?

PLEASE DESCRIBE THE COMPANY’S PROPOSED JURISDICTIONAL AND
RETAIL TRANSMISSION COST ALLOCATION METHOD.

APS proposes to allocate its transmission expense directly to the jurisdictional and
retail service classes in proportion to the FERC-regulated transmission rates under
the APS Open Access Transmission Tariff ("OATT”). The Company first allocates all
transmission plant to the wholesale, non-retail jurisdiction, then allocates to the retail

classes the transmission expense level based on the applicable OATT transmission

'APS responses to FEA 3.3 and 3.4.
2Snook Direct Testimony, page 22, lines 13-19.

BRUBAKER & ASSOCIATES, INC.
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and ancillary service rates in effect. Offsetting revenues are applied to the wholesale
jurisdiction.

APS’'s OATT rates are regulated by FERC. This retail allocation method

aligns with cost-causation principles upheld by FERC by apportioning costs to the

retail classes using the OATT rate 12 CP demand methodology.

IlLA. Retail Production Cost Allocation

PLEASE DESCRIBE THE RETAIL PRODUCTION COST ALLOCATION THAT APS
IS PROPOSING IN THIS PROCEEDING.
Within the Arizona retail jurisdiction, APS proposes continuation of the A&E 1 NCP
method for allocating fixed production costs. This method incorporates a
consideration of both the maximum rate of use (demand) and the duration of use
(energy) in developing the production allocation factor. As the name implies, A&E
makes a conceptual split of the system into an “average” component and an “excess”
component. The “average” demand is simply the total kWh usage divided by the total
number of hours in the year.® This is the amount of capacity that would be required to
produce the energy if it were taken at the same demand rate each hour. The system
“excess” demand is the difference between the system peak demand and the system
average demand.

Under the A&E method, the average demand is allocated to classes in
proportion to their average demand (energy usage). The difference between the

system average demand and the system peak demand is then allocated to customer

SAPS uses a slightly different calculation to find class total energy, multiplying the class NCP

by the class load factor. This method produces nearly identical results.

BRUBAKER & ASSOCIATES, INC.
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classes on the basis of a measure that represents their “peaking” or variability in

usage.*

WHAT DO YOU MEAN BY VARIABILITY IN USAGE?

As an example, Figure 1 shows two classes that have different monthly usage

patterns.
Figure 1
Load Patterns
100% Class "A" o Class "B"
8% ] 80%
60% 60%
40% 40%
20% 20%
ot T T T T T ol T T T TTTTTTTT

Both classes use the same total amount of energy and, therefore, have the same
average demand. Class B, though, has a much greater maximum demand® than
Class A. The greater maximum demand imposes greater costs on the utility system.
This is because the utility must provide sufficient capacity to meet the projected
maximum demands of its customers. There may also be higher costs due to the
greater variability of usage of some classes. This variability requires that a utility
cycle its generating units in order to match output with demand on a real time basis.
The stress of cycling generating units up and down causes wear and tear on the

equipment, resulting in higher maintenance cost.

“NARUC Electric Utility Cost Allocation Manual, 1992, page 81.

During any specified time period (e.g., month, year), the maximum demand of a class,

regardless of when it occurs, is called the non-coincident peak demand.

BRUBAKER & ASSOCIATES, INC.
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Thus, the excess component of the A&E method is an attempt to allocate the
additional capacity requirements of the system (measured by the system excess) in
proportion to the "peakiness" of the customer classes (measured by the class excess

demands).

DOES THE COMPANY’S PROPOSED A&E ALLOCATION METHOD ALIGN WITH
COST CAUSATION?

Yes. Production plant must be sized to meet the maximum demands imposed on
these facilities. Thus, an appropriate allocation method should accurately reflect the
characteristics of the loads served by the utility. The Company’s proposed A&E
1 NCP allocation methodology meets this criterion, and has been used by APS in

past cases, as approved by the Commission.

WHAT IS YOUR RECOMMENDATION CONCERNING THE COMPANY’S
PROPOSED PRODUCTION COST ALLOCATION?

| recommend the Commission approve the Company’s proposed continued use of
this retail production capacity cost allocation methodology. However, | am proposing

three changes or corrections to the Company's production allocation.

WHAT CHANGES/CORRECTIONS TO THE PRODUCTION COST CLASS
ALLOCATOR DO YOU RECOMMEND?

First, there has been a typographical error in inputting the retail class NCP in the test
year for two of the rate classes. | reviewed the primary data source for the class NCP

levels, the Company’s hourly system load by class,® and found that all classes’ NCP

®APS responses to FEA 2.11, 5.2, and 7.1.

BRUBAKER & ASSOCIATES, INC.
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values listed in the COSS allocator development workpaper were correct as
calculated in the primary source document, except for two classes. The two classes
that did not have correct NCP values were E-32 and E-34. | have corrected those

errors.

WHAT IS THE SECOND CORRECTION YOU PROPOSE TO THE COMPANY’S
PRODUCTION COST ALLOCATION METHOD?

| recommend that the COSS be corrected to not double-count allocated fuel and
purchased power costs to the legacy Rate Rider AG-1 customers. As | will address
later in this testimony, the Company is proposing to terminate the Rate Rider AG-1
buy-through program, where large customers had the opportunity to purchase
generation supply (i.e., fuel and purchased power costs) from a third-party supplier,
and not from APS. To address the Company’s proposed termination, its COSS
model directly allocates the generation supply costs that Rate Rider AG-1 customers
paid to third parties to the individual retail rate classes that included such Rate Rider
AG-1 customers. Yet the Company’s COSS also allocated test year fuel and
purchased power expenses using a retail class energy allocator inclusive of the Rate
Rider AG-1 customer loads. This has the effect of double-counting fuel and
purchased power costs for the Rate Rider AG-1 customers. | have corrected this
error in my COSS by using the Energy2 allocation factor developed by the Company
to allocate to all rate classes the generation supply costs that Rate Rider AG-1
customers paid to third parties. This ensures that all customers are paying an equal
share of the full pro forma test year fuel and purchased power expenses, inclusive of

the additional fuel expenses that would have been necessary to serve the Rate Rider

BRUBAKER & ASSOCIATES, INC.
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AG-1 customers, which is estimated by proxy using the fuel costs paid to the third-

party suppliers.

WHAT IS THE THIRD CHANGE YOU PROPOSE TO THE COMPANY’S
PRODUCTION COST ALLOCATOR CALCULATIONS?

| recommend an adjustment to the allocation of the Company’s base fuel costs, to
remove a significant amount of fixed capacity payments that APS has improperly
included in the total fuel and purchased power “energy” amount in the Test Year.

The APS COSS historical year and pro forma amounts for total fuel and
purchased power includes the full amount of costs recovered through the Power
Supply Adjustment (“PSA") through the test year period. Mr. Ewen’'s workpaper
WME_04DR indicates that approximately $130.3 million of the net fuel and purchased
power total cost of $853.5 million is for Purchased Power. Footnote 6 on this same
workpaper states that the Purchased Power total includes costs for both the fixed
capacity payments and Purchased Power Agreement ("PPA”) energy charges. APS's
response to FEA 5.7 further clarifies that $81.8 million of the $130.3 million expense
is from fixed capacity payments and $48.5 million is for PPA energy.

Fixed capacity costs totaling approximately 10% of the Company’s total test
year fuel and purchased power expense should be allocated across rate classes
using a production demand allocation factor. | recommend that these PPA capacity
costs be allocated across retail customer classes using the same production demand
allocator used for other fixed production generation rate base and related expense,

the Average and Excess 1 NCP (“A&E") factor.

BRUBAKER & ASSOCIATES, INC.
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HAVE YOU ADJUSTED THE COMPANY’S COSS TO REFLECT YOUR
PROPOSED CHANGE? |

Yes, my Exhibit AMA-1 shows the results of these proposed corrections and changes
in the allocation of production costs. The Exhibit AMA-1 format matches that of the

Company’s COSS results Attachment LRS-04DR, for ease of comparison.

11.B. Distribution Cost Allocation

Q

HOW THE DOES THE COMPANY PROPOSE TO ALLOCATE DISTRIBUTION
COSTS IN THE COSS?

Mr. Snook describes at page 23 of his Direct Testimony that APS proposes
classifying 100% of distribution-related equipment, aside from meters, as demand-
related, and using only distribution demand allocators to allocate these costs across

rate classes.

WHAT IS YOUR CONCERN WITH THE COMPANY’S 100% DEMAND-RELATED
DISTRIBUTION COST ALLOCATION METHOD?

The FERC Accounts 364-368 include the costs of poles and towers, underground and
overhead lines, and transformers. Allocating these costs on only a pure demand
basis is not reasonable for at least two reasons: (1) is not supported by the NARUC
Manual; and (2) does not reflect the fact that there is a customer-related component
to the cost causation of the distribution system. This customer component is
associated with the need to “cover the system,” and the fact that the Company incurs
distribution costs simply to connect customers to the system regardless of their

demands.

BRUBAKER & ASSOCIATES, INC.
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WHY DO YOU SAY THE NARUC MANUAL DOES NOT SUPPORT THESE

DISTRIBUTION-RELATED COSTS BEING CLASSIFIED AS 100%

RELATED?

DEMAND-

Table 6-1 in the NARUC Manual on page 87, replicated below as Table 1, shows

clearly that distribution assets in FERC Accounts 360, 361, and 364 through 368 are

properly allocated on both a customer- and demand-related allocator.

TABLE 1

Table 6-1 of NARUC Manual — January 1992 Edition
Classification of Distribution Plant

FERC Uniform System ;s Demand Customer
of Accounts No. Rescription Related Related
Distribution Plant

360 Land & Land Rights X X

361 Structures & Improvements X X

362 Station Equipment X }

363 Storage Battery Equipment X .

364 Poles, Towers, & Fixtures X X

365 Overhead Conductors & ¢ X
Devices

366 Underground Conduit X X

367 Underground Conductors & X X
Devices

368 Line Transformers X X

369 Services 3 X

370 Meters " X

371 Installations on Customer . X
Premises

372 Leased Property on - X
Customer Premises

373 Street Lighting & Signal . "
Systems

Footnote 2 to the NARUC Manual table explains:

The amounts between [demand and customer] classification may vary
considerably. A study of the minimum intercept method or other

BRUBAKER & ASSOCIATES, INC.
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appropriate methods should be made to determine the relationships
between the demand and customer components.

In other words, the NARUC Manual leaves open the opportunity for a utility
company to determine nearly none (zero) of these costs should be classified as
customer-related, but only after completing the appropriate study of its distribution

system.

IS THE COMPANY’S PROPOSAL REASONABLE, TO ASSUME 100% OF THESE
DISTRIBUTION ASSET COSTS ARE DEMAND RELATED, ABSENT A STUDY OF
ITS DISTRIBUTION SYSTEM?

No. The distribution system is sized not only to accommodate demand requirements
but also to simply connect each customer to the system. This minimum customer
connection cost is irrespective of size. The connection equipment necessary is
above and beyond the service drop to a customer’s premises because there must be
an infrastructure to which the service drop can be connected.

Consequently, while a customer's demand requirements will influence the
particular size of the distribution facilities installed, the fact that some facilities of at
least a minimum size must be constructed relates to the existence and location of
customers within the service territory, the distance of conductor, and the number of
transformers. Unless these factors are taken into consideration, the COSS will depart
from cost-causation.

The central idea behind the minimum system concept is that there is a cost
incurred by any utility when it extends its primary or secondary distribution system,
replaces a component on those systems, or connects an additional customer to them.
By definition, the minimum system comprises every distribution component necessary

to provide service, i.e., meters, services, secondary and primary conductors and

BRUBAKER & ASSOCIATES, INC.
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cables, poles, substations, etc. The cost of the minimum system, however, is only
that portion of the total distribution cost the utility must incur to render service to
customers. It does not include costs specifically incurred to meet the peak demand of
the customers. Therefore, the minimum system cost is rightfully classified as
customer-related, and should be allocated on a customer basis, separate and apart

from the distribution costs classified as demand-related.

IF IT IS UNREASONABLE TO CONSIDER THESE DISTRIBUTION ASSET COSTS
AS 100% DEMAND RELATED, WHAT PERCENTAGE OF THE ALLOCATION
SHOULD BE DEMAND RELATED?
In order to determine the best estimate of the percentage of total distribution asset
costs that are demand related, a utility compalmy would complete a study of its
installed distribution assets, typically termed a Minimum Distribution Study.

A Minimum Distribution Study consists of a review of the distribution assets
installed on the Company system that would meet the minimum required to serve a

customer. For example, the smallest size pole and smallest size cable, conductor,

etc. is determined, and the total book cost for that minimum system is established.

This total minimum system cost for each distribution asset, separated by FERC
Account number, is then allocated on a customer basis. The remainder of distribution
asset costs in those FERC Accounts is allocated on a demand basis.

Alternately, the utility company could follow the Zero-Intercept Method, which
is similar to the Minimum Distribution Method, but seeks instead to identify the portion
of distribution plant costs related to a hypothetical no-load situation. The Zero-

Intercept method often requires considerably more data, and the resulting
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customer/demand split is usually very similar to the results of the Minimum
Distribution Study.

In this proceeding, in the absence of an analytical study to determine proper
cost classification for APS, | recommend relying on the results of the Minimum
Distribution Study analysis prepared by Tucson Electric Power Company (“TEP”) in

its current base rate case, Docket No. E-01933A-15-0322.

DID TEP PROPOSE USE OF A MINIMUM DISTRIBUTION STUDY IN ITS
CURRENT BASE RATE CASE?

Yes. TEP allocated and classified distribution costs using both a customer-related
and demand-related allocator. The Direct Testimony of Company witness Craig
Jones filed in Docket No. E-01933A-15-0322 describes the Company’s proposed
classification and allocation of distribution costs as follows:

The system distribution plant consists of different facilities that have
different cost causation factors. The reason for this is threefold. First,
load diversity increases as the cost becomes more remote from the
individual customer. Second, some facility cost is the direct result of
the individual customer and is caused by the customer unrelated to
demand. These facilities include the meter and service line. Third,
other local facilities have both a customer and a demand component.
Transformers are sized to meet the NCP of the customers served from
a single transformer but utilities do not install every possible size of
transformer. Instead, utilities use a standard set of transformer sizes
and one of those is the transformer that represents the minimum size.
Transformer costs exhibit significant scale economies. This means
that the smallest transformers cost much more per kVa than larger
transformers. Given the fact that utilities typically use a minimum size
of transformer, the cost of the minimum size is related to a customer
since every customer requires transformer capacity [footnote omitted]
For transformers larger than the minimum size, the remainder of
transformer cost is related to demand. The portion related to demand
is based on the customers served from each transformer and
represents a much smaller share of costs than the customer
component. . . . For facilities located close to the customer, such as
transformers, secondary conductor, and secondary poles and even
single phase primary conductor, both a customer component and the
individual NCP allocation factor is the most appropriate. (pages 19-20)
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For distribution plant costs found in FERC Account Nos. 364 - 374
either all or a portion of the costs are customer related because they
are caused by customers. . . . If the customer is able to avoid all
volumetric electric charges and pays only a nominal,
non-compensatory basic service charge, the result is not just and
reasonable and causes undue discrimination unless that minimum
charge covers not only the service line costs but the component of all
of the other distribution costs related to providing the customer access
to the electric system. . . . For distribution facilities in the accounts
related to the power lines and transformers (Account Nos. 364-368)
where power is delivered to the interconnection point with the
customer, the costs are classified as both customer and demand.
While there are several methods to classify these costs between
customer and demand, the minimum system approach is the most
consistent with cost causation because it represents the actual cost of
connecting a customer to the system to serve the minimum load that
meets the parameters of the approved line extension policy. Any
investment, greater than the minimum system, must be related to the
customers' maximum demands on that portion of the system. (Pages
21, 22 and 24).

HAS TEP RELIED UPON A MINIMUM SYSTEM APPROACH TO CLASSIFY
DISTRIBUTION COSTS BETWEEN CUSTOMER AND DEMAND?
Yes. Mr. Craig Jones’ testimony in the current base rate case cited above explains

TEP's use of the minimum system approach.

WHAT ARE THE RESULTING CUSTOMER AND DEMAND SPLITS FOR
DISTRIBUTION COSTS THAT TEP PROPOSES?

Schedule G-7 of TEP’s minimum filing requirements shows on page 3 the percent
split between customer and demand for all FERC distribution accounts. Replicated
below in Table 2 are the demand and customer splits for FERC Accounts 364-368 as
proposed by APS in the instant proceeding and the splits proposed by TEP in its
current base rate case, based on the results of TEP’s Minimum Disltribution Study

analysis.
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TABLE 2

Customer / Demand Split

APS Proposed -
Instant
FERC Account Proceeding
364 Poles, Towers, and Fixtures
Primary
Demand 75%
Customer 0%
Secondary -
Demand 25%
Customer 0%
365 OH Conductors and Devices
Primary
Demand 75%
Customer 0%
Secondary
Demand 25%
Customer 0%
366 UG Conduit
Primary
Demand 100%
Customer 0%
367 UG Conductors and Devices
Primary
Demand 84%
Customer 0%
Secondary
Demand 16%
Customer 0%
368 Line Transformers
OH Line Transformers
Demand 20%
Customer 0%
UG Line Transformers
Demand 80%
Customer 0%
Sources:

APS Docket No. E-01345A-16-0036, COSS and
TEP Docket No. E-01933A-15-0322, Schedule G-7, Sheet 3 of 9.

FEA Proposed -
TEP Current

Proceeding

36%
64%

36%
64%

80%
20%

80%
20%

0%
100%

59%
41%

59%
41%

76%
24%

76%
24%
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DO YOU PROPOSE THAT THE TEP CUSTOMER AND DEMAND SPLIT FOR
THESE FERC ACCOUNTS BE USED IN APS’S COSS?

Yes. Absent a utility-specific analytical study to determine the proper cost
classification between demand and customers for APS, | propose that the
neighboring utility TEP classification values be used in this base rate case to more
accurately classify distribution costs between functions, allocate those costs between
customer classes, and therefore finally to determine the most reasonable spread of

the overall revenue increase to all customer classes.

HOW HAVE YOU APPLIED TEP'S CUSTOMER DEMAND SPLITS FOR
DISTRIBUTION ACCOUNTS IN THE APS COSS?

Exhibit AMA-2 shows the derivation of new FERC account allocation factors across
customer classes using the demand-related allocation factors proposed by APS and
the class customer-related allocation factors for the APS system, but combining the
allocation for both demand and customer related factors for each FERC account
based on the customer demand splits used by APS in its current base rate case. |
then reran the Company’s COSS with my adjusted proposed allocation factors for the
various FERC distribution accounts and Exhibit AMA-3 provides the results of that
COSS, showing only the effect of adjusting the distribution cost allocation. Exhibit
AMA-3 does not include my corrections to the COSS production cost allocation

calculations.
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WHAT IS YOUR OVERALL RECOMMENDATION CONCERNING THE COSS
FILED BY APS?
| propose three corrections to the Company’s production cost allocation calculations,
to allocate purchased power fixed capacity costs in line with other fixed production
costs (using the A&E 1 NCP method), to correct the class NCP for two retail classes
where inadvertent typos have occurred in entering data into the Company COSS, and
to correct for double-counting of Rate Rider AG-1 fuel expenses. | also propose one
change to APS'’s proposed distribution cost allocation, that is, to incorporate a
customer-related component in the allocation method for distribution costs found in
FERC Accounts 364-368. | have made this change to APS’s filed COSS using the
customer demand splits proposed by TEP in its current base rate case. My Exhibit
AMA-4 shows the combined effect of all four of my proposed adjustments. |
recommend that the results of this corrected COSS be used to determine the most
reasonable spread of the overall revenue increase approved by the Commission

across the various retail customer classes.

lll. SPREAD OF THE REVENUE INCREASE

HOW DID THE COMPANY DEVELOP ITS PROPOSED SPREAD OF THE
REQUIRED REVENUE INCREASE ACROSS THE RETAIL CUSTOMER
CLASSES?

APS Witness Mr. Miessner describes at pages 11-14 of his Direct Testimony that the
Company used its COSS results as a guide, but considered the concept of
gradualism when determining its final proposed base rate increase for each retail
class. Mr. Miessner explains, “In general, rate classes which were most deficient in

recovering their cost of service, or which had the lowest percent of cost to serve,
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received a relatively higher increase. Conversely, rate classes that were least
deficient in cost recovery and had higher percent recoveries of cost to serve received
a relatively lower allocated increase. . . . The requested increase [for the residential
class] is above the proposed system-average increase, but will still leave residential
customers below the cost of service. The goal is to gradually bring residential

customers more in line with the cost of service over time.”’

Q DO YOU OPPOSE THE METHODS USED BY APS TO DEVELOP ITS PROPOSED
REVENUE SPREAD?

A No, | believe the general concepts used by the Company are reasonable, and used
frequently in other jurisdictions in the industry. | do, however, propose that the final
revenue increase be based on my corrected proposed COSS results. | have
developed Exhibit AMA-5 to show a comparison of the Company’s COSS results and
proposed revenue increase by' rate class, as well as my proposed COSS results and
proposed revenue increase.

Exhibit AMA-5 shows that under both my and the Company’s COSS model,
the Residential Solar Energy class is at a significantly negative rate of return at
present rates, meaning that these customers are being significantly subsidized by
other classes. The Company proposes to increase base rates to this class at
1.33 times the system average increase, but because of the considerable under-
collection of revenues, | recommend the class receive a 2.0 times the system average
increase. For all other rate classes providing a rate of return at present rates of less

than 0.50, | recommend a 1.5 times the system average increase.® This includes

"Miessner Direct Testimony, page 12, lines 10-13 and page 14, lines 3-5

®*The one exception is the Church E-20 class, which is also providing a negative rate of return
at present rates, and | have left unchanged the Company's proposed 1.57 times system average
increase.
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each of the remaining Residential sub-classes. By contrast, the Company’s proposed

increases for the Residential classes fall no lower than 1.33 times the system average

increase and no higher than 1.60 times the system average increase. These indexed

increases to the system average can be found in Columns 6 and 10 on Exhibit
AMA-5.

After increasing the revenue spread to the classes described above, | then
spread back to all other rate classes the revenue differential created through
increasing the smaller class revenue apportionment. | allocated this revenue
differential based on present base rate revenues, but ensuring no class receives a
rate decrease. This method leaves unchanged the relative increases between these

classes as originally proposed by the Company.

HOW IS YOUR PROPOSED REVENUE INCREASE SPREAD MORE
REASONABLE THAN THE COMPANY’S PROPOSED RESULTS?
Columns 3, 7 and 11 of Exhibit AMA-5 calculate the rate of return (“ROR") at present
rates, the Company's proposed rates, and my proposed rates, respectively.
Comparing these values for each class shows that my proposal will move each class
closer to a 1.00 parity ROR, where 1.00 parity means that the rate class provides an
ROR equal to the system average ROR. These proposed ROR metrics are based on
my corrected COSS, and they show that my proposed rates make a more meaningful
move toward full cost of service, especially for those customer classes providing a
negative return, or less than a 0.50 ROR at present rates.

Table 3 below shows a comparison of the Company’'s and my proposed

spread of the revenue increase.
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TABLE 3
Comparison of Company and FEA Proposed Revenue Increase
Dollars in Thousands
Present Company Proposed FEA Proposed
Base Increase’ Increase?

Rate Class Revenues ($000) Percent Index 000 Percent Index
Residential $1,486,578 $118,289 8.0% 1.4 $128694 8.7% 15
General Service 1,343,926 44 242 3.3% 0.6 34513 26% 0.4
Water Pumping 28,739 1,649 57% 1.0 1,317  46% 0.8
Street Lighting 21,082 1,149 55% 0.9 906 4.3% 0.7
Dusk to Dawn 8,578 554 6.5% 1.1 455 53% 0.9
Total Retail $2,888,904 $165,884 57% 1.0 $165884 57% 1.0
Sources:

1. Schedule H-1

2. Exhibit AMA-5
*Note: Proposed Increase is net after adjustor transfer revenue

1 IV. MODIFICATIONS TO RATE RIDERS

2 IV.A. Power Supply Adjustor

3 Q WHAT IS THE COMPANY’S PROPOSED RECOVERY METHOD FOR THE COST

4 OF ELECTRIC STORAGE CONTRACTS WITH THIRD-PARTY SUPPLIERS?

5 A Company witness Peter M. Ewen describes at page 29 of his Direct Testimony the
6 Company’s proposal to add contract costs- with third-party suppliers for electric
7 storage (e.g., batteries) into the Power Supply Adjustment (‘PSA”) recovery
8 mechanism. The Company does not currently have any such contracts or costs
9 associated, but requests approval to begin including these costs in the PSA if the
10 Company enters into electric storage agreements presumably prior to the filing of the
11 next base rate case.
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DO YOU FIND THIS COMPANY REQUEST TO BE REASONABLE?
No, for two reasons. First, electric storage contracts are new and novel and should
not be automatically included in the PSA “if and when such transactions occur,” but
rather should be fully explored and vetted within the context of a base rate case when
the costs are known, and the use of the resource can be assessed. -

If the Company'’s electric storage contract costs are substantial, then there is
more reason to allow Staff and all interested parties the opportunity to review the
prudence, and used and usefulness, of the contracts in a full base rate case, as
opposed to in an expedited annual PSA filing. If the Company’s electric storage
contract costs are minimal, the Company can more easily postpone recovery of those
costs until the next base rate case.

At this point, the Company does not have intentions to contract with any third-
party suppliers for electric storage but rather, as Mr. Ewen writes, “The Company may
find an opportunity . . . in the near future.” The Commission does not need to

establish cost recovery for these future, unknown electric storage costs.

WHAT IS THE SECOND REASON YOU OPPOSE THE COMPANY’S PROPOSAL?
Including the costs of contracts with third-party suppliers for electric storage in the
PSA would allocate those costs to customers on an energy basis, based on the cost
allocation and recovery process within the PSA currently. The Company would
record these costs in FERC Account 550, which is allocated in base rates on a
demand basis."" FERC Account 550 contains purchased power costs, some of which
are generally allocated on energy (variable power expenses) and some of which are

generally allocated on a demand basis (fixed payments for capacity).

°Ewen Direct Testimony, page 29, line 10.
'%/d., lines 7-8.
"APS response to FEA 2.15.
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Fixed payments for electric storage could be allocated more reasonably on a
demand-related production allocation method since electric storage would operate as
an additional peaking capacity resource, not a fuel expense. This is an example of
the full review and discernment of electric storage costs that would occur in the
context of a full base rate case when such costs have been incurred. For these two
reasons | recommend the Commission abstain from approving the Company's
proposal to recover future third-party electric storage contract costs through the PSA

mechanism,

IV.B. Environmental Improvement Surcharge

Q

IS THE COMPANY PROPOSING ANY ADJUSTMENT TO THE ENVIRONMENTAL
IMPROVEMENT SURCHARGE (“EIS”)?

Yes. Company witness Mr. Snook explains beginning at page 37 of his Direct
Testimony the Company’s proposal to first, change the cap on allowable Company
cost recovery from $0.00016/kWh (approximately $5 million annually)'? to $10 million;
second, to carry over to each subsequent year any EIS revenue over the annual cap;
and third, to include a balancing account to allow the Company to recover its actual
EIS-related investments. | disagree with the increase to the cap amount by $5 million
but find the second two EIS adjustments that the Company is proposing a reasonable

compromise.

WHAT COSTS DOES THE EIS RECOVER?
The EIS allows APS to recover the capital carrying cost of qualified environmental

improvement investments that are placed into plant-in-service between APS base

"2APS response to FEA Data Request 5.11.
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1 rate cases.” The Company’s EIS Plan of Administration describes these qualified
2 investments as environmental improvement projects necessary for compliance with
3 current or prospective environmental standards required by federal, state, tribal or
4 local laws or regulations, as well as generation plant capacity acquisitions or
5 additions. The individual improvement projects have been accumulating in the EIS
6 since November 2012," and because all of the projects have been placed into plant-
7 in-service through the test year period in this case, the EIS cost recovery amount will
8 be reset to zero in this proceeding. Indeed, Arizona Corporation Commission Staff
9 described the intended operation of the EIS in just this manner in the last base rate

10 case, stating:

11 the EIS [is] in the public interest because now APS will invest its own

12 funds to pay for government-mandated environmental controls, and

13 the EIS will only collect the capital carrying costs, subject to a cap

14 equal to the charge currently in place for the EIS. The EIS will be reset

15 to zero on the effective date of new rates adopted in this Decision.™

16 Q SHOULD THE COMPANY’S REQUEST TO DOUBLE THE EIS ANNUAL RATE

17 CAP FROM APPROXIMATELY $5 MILLION TO $10 MILLION BE APPROVED?

18 A No. The Company has not historically exceeded the annual $5 million cost cap,
19 except in its most recent filing covering the period November 2012 through December
20 2015, where it exceeded the cap by $985,000.'° The EIS is intended only to recover
21 capital carrying costs on mandated environmental improvement investments until
22 such time as the full project costs can be included in base rates.'” Therefore, the

*Snook Direct Testimony, page 37, lines 13-26.

"APS response to Staff 5.56.

*Decision No. 73183, pages 25-26.

APS Response to Staff 556, attachment “Staff 5.56_EIS_2016 Filing
Workbook_APSRC01193.xlsx”

""Snook Direct Testimony, page 37, lines 13-26.
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carrying cost of qualifying projects not included in base rates after the conclusion of
the instant proceeding will be zero.

It has taken three full years for the EIS carrying cost total to exceed the
current $5 million cap. If the Company’s mandated environmental projects continue
in the near future at a faster pace, which is increasingly uncertain given the changes
to the federal government administration post-election, it is more prudent for APS to
come in for a full base rate increase in order to move the large amount of new plant-
in-service into base rates. A full base rate case would provide the Commission and
stakeholders sufficient opportunity to review changes to APS’s full cost of service all
at the same time.

Further, if the time period between the resetting of the EIS during base raie
cases increases, there is an increased likelihood that the carrying cost of capital
being earned by the Company on these projects has moved out of sync with the true
cost of capital in the then-current market. The Company would have an increased
opportunity to avoid a base rate case potentially resetting at a lower level the carrying
cost of capital if the allowable cost cap recovery through the EIS is doubled from

$5 million to $10 million.

SHOULD THE COMPANY’S REQUEST FOR A BALANCING ACCOUNT AND A
CARRY-OVER OF THE PRIOR YEAR UNDER-COLLECTION INTO THE
SUBSEQUENT YEAR BE APPROVED?

| find the Company’s proposals here to be a reasonable compromise, especially in
the event the Company does in fact exceed the current $5 million annual cap at a
faster pace than has occurred over the last three years. Allowing APS to carry

forward any unrecovered carrying costs, and to true-up its actual EIS revenue
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collected with the approved EIS rider charge for a given calendar year' allows the
Company to recover its approved costs while balancing the interests of the
ratepayers who should not be required to pay carrying charges at a recovery rate
higher than what is typical in the industry during then-current market conditions. |
believe allowing the Company the carry-forward and true-up EIS mechanism
adjustments will balance the desire on one hand to reduce the expense required to
conduct a full utility base rate case with the desire to appropriately review for
prudency the environmental improvement projects that the Company has placed into
service, as well as to benchmark the capital costs paid by the ratepayers on a

growing utility rate base amount.

IV.C. REAC and DSMAC

Q IS THE COMPANY PROPOSING ADJUSTMENTS TO THE RENEWABLE ENERGY
ADJUSTMENT CHARGE (“REAC”) AND THE DEMAND-SIDE MANAGEMENT
ADJUSTMENT CHARGE (DSMAC”)?

A Yes. Similar to the EIS mechanism, the Company is proposing to roll into base rates
approximately $50 million of revenue currently recovered through the REAC and
DSMAC mechanisms. A review of the Company’s DSMAC Plan of Administration,
and APS's response to FEA 5.12 indicates that there is no discrete cost cap or limit
protection for ratepayers under the DSMAC. Instead, the Company is expected to

justify its DSMAC expenditures in its annual Plan filings using benefit-to-cost

'® understand the Company’s proposal concerning the true-up to account only for the
differences between prior year and current year retail sales, not instead to allow the Company to
charge the full $5 million annual EIS rider capped amount in every calendar year even if the
Company’s qualified carrying costs did not reach the $5 million level in a given year. The Company’s
testimony concerning the true-up, Mr. Snook'’s Direct Testimony at pages 37-41, could be interpreted
differently by the Commission. | do not support the Company collecting EIS rider costs above its
actual incurred carrying cost amount.
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analyses. But the Company is expected to fully recover its prudent costs from
ratepayers.

By contrast, the Arizona Renewable Energy Standard and Tariff (‘REST”)
rules codified in Arizona state law establish a class-by-class ratepayer maximum
annual cost that can be imposed on Arizona utility customers to subsidize renewable
energy development.' These customers cap amounts have been increased by
Commission order since the REST rules were first put in effect in 2007, as the REST
required renewable energy amounts have increased. | find it unreasonable to roll
$37.6 million in REAC costs into base rates because it will unnecessarily mute the
customer protections envisioned by this Commission when it designed the REST

rules.

HOW WILL THE ROLL-IN TO BASE RATES OF REAC COSTS MUTE THE
CUSTOMER COST PROTECTIONS IN THE REST RULES?

First, splitting cost recovery of the subsidized renewable energy costs between base
rates and the REAC rider will limit transparency for customers and policy makers of
the true cost of developing renewable generation in Arizona. Many customers rely on
transparent recording of renewable energy payments to the utility when accounting
for their own internal renewable energy or carbon reduction goals. Second, rolling
$37.6 million into base rates will show an artificial reduction in the renewable costs
included under the legislative REAC customer charge caps, which may have the
unintended consequence of allowing APS even further increased cost recovery for
renewable energy subsidization. Already the per-unit cost cap established in 2007 in

the REST rules, $0.004988/kWh, has increased 88% to $0.009355/kWh in the current

A.A.C. R 14-2-1816, Appendix A.
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REAC tariff. Rolling costs into base rates may mute the realized per-unit cost

increase over the next 10 years, or more, that the REST rules are in effect.

WHAT IS YOUR RECOMMENDATION CONCERNING THE COMPANY’S
PROPOSALS RELATED TO THE DSMAC AND REAC?
| recommend APS'’s proposal to roll-in to base rates $37.6 million in REAC costs be
rejected. This treatment will mute the customer protections envisioned by this
Commission in its designing of the REST rules. My objection does not disallow the
Company’s full recovery of these costs, but simply makes clearer to ratepayers,
investors, and policy makers the true full cost of complying with the Arizona
renewable energy mandates.

| do not object to the Company’s proposal to roll $10 million in DSMAC costs
into base rates, as similar discrete customer cost caps do not exist, and the Company
has indicated that the roll-in to base rates will be done on a revenue neutral basis for

each customer class.?’

._Rate Rider Schedule AG-1

>B|

PLEASE DESCRIBE THE COMPANY’S PROPOSALS RELATED TO RATE AG-1.

The Company is proposing to eliminate the Alternative Generation Rate AG-1 option,
which is a wheeling rate option for select commercial and industrial customers that
were selected via lottery after the 2012 final order in APS’s last base rate case. The
AG-1 program was capped at 200 MW of total participation, and allows the
participating customers to enter into contract for generation power supply from a

non-utility electricity provider, but transmit the power through to the end-use customer

2APS response to FEA 5.12.
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using the APS transmission and distribution system. APS continues to charge the
customer the otherwise applicable non-generation tariff charges, an AG-1 program
fee, the individual customer's contract electricity supply rate established with the third-
party supplier, plus 15% of the otherwise applicable capacity charge under APS base
tariff rates deemed by APS a “reservation charge” for firm capacity on the APS

system.

WHY DOES THE COMPANY PROPOSE ELIMINATING RATE AG-1?
APS claims that it has experienced unrecovered costs totaling $24.4 million for 2012
through 2015, and does not wish to continue shifting these net losses onto other retail

21

customers.”’ APS was granted authority in the Commission’s Decision No. 75322 to

defer the Rate AG-1 lost margins from June 30, 2016 through the rate effective date

of the instant proceeding for recovery from all non-residential.?

DO YOU AGREE WITH THE COMPANY’S ESTIMATED UNRECOVERED RATE
AG-1 PROGRAM COSTS?

No. | do not agree with the Company’s assumptions concerning lost, or stranded,
production-related revenue nor its estimated savings from not providing power supply
to the Rate AG-1 customers. First, APS has estimated the stranded production-
related costs using the Company’s current embedded unbundled tariff rates for
generation,?® which | have shown in my testimony to be collecting more than the

proper allocated costs for several of the large customer classes. This has the effect

2! Attachment LRS-06DR, page 4.
“5nook page 43, lines 16-20
“Attachment LRS-06DR, page 4.
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of overstating the true unrecovered production costs caused by these discrete Rate
AG-1 customers by more than 100%.%*

Second, APS has understated the offsetting value of the fuel cost savings that
APS receives as it is no longer incurring variable production expense to serve these
customers. APS has used the authorized base cost of fuel rate in the last APS base
rate case, multiplied by the Rate AG-1 annual sales, to determine fuel savings.?® In
reality, APS is able to avoid its marginal cost of fuel or purchased power energy,
which is the cost of the last units of energy that would have been produced or
purchased by APS in a given hour in order to serve the additional Rate AG-1
customers. By definition, marginal fuel costs are greater than the annual average fuel
cost. APS’'s oversimplified calculation of the Rate AG-1 fuel cost savings also
neglects to specifically account for the fixed or renewable power costs that the
Company does not avoid because of Rate AG-1. APS should provide a more exact
calculation of its true fuel and purchased power cost savings from the Rate AG-1
program.

Third, APS explained that its calculated off-system margin gained by selling to
non-retail customers any energy made excess by not serving Rate AG-1 customers
does not include the margin on excess capacity. APS’s response to AECC 3.4
states:

The projected off-system sales margins are based on the December

2015 forward curves for natural gas and power at the Palo Verde hub

and the expected availability of generating resources that are both
economic and not needed to serve native load demand.

#Combining the AG-1 eligible classes in the COSS results, and comparing Company

proposed rates to the required revenue plus the fair value increment shows that many classes are
paying excess revenue beyond cost of service sufficient to cover the $55 million in lost revenue from
AG-1 in the test year.

APS response to FEA 6.5(b).
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The calculation does not include the market value of 200 MW of excess generating
capacity that is no longer needed to provide firm power supply to the Rate AG-1
customers. Benchmarking APS’s marginal cost of production capacity at the cost of
its recently acquired stake in Four Corners, the value of this 6apacity could reach
$7.8 million.® The 200 MW is also needed to meet APS’s target reserve margin, and
its 2015 Form 10-K indicates “APS anticipates additional resources will be needed by
2017 in order to maintain its 15% planning reserve criteria.”*’

APS has simultaneously overstated the stranded production-related

investment costs unrecovered from Rate AG-1 customers, and understated the

marginal fuel cost savings and excess capacity sales revenue APS receives by not
providing Rate AG-1 customers with power supply. The net effect is that APS’s
estimated $24.4 million Rate AG-1 program cost from 2012 through 2015 may be
significantly overstated, and perhaps fully offset considering many classes’ standard

tariff production charges are set above cost of service.

IS APS REQUIRED TO MINIMIZE ITS UNRECOVERED COSTS FROM THE RATE
AG-1 PROGRAM?

Yes. The Commission’s order in the last APS base rate case permitting creation of
the Rate AG-1 program required APS to:

make commercially reasonable efforts to eliminate or mitigate all
unrecovered costs resulting from the experimental AG-1 program in
this docket. If there are any lost fixed generation costs related to the
AG-1 experimental rate, in its next general rate case, APS shall
provide testimony that explains why it was unable to eliminate all lost
fixed generation costs.?®

*APS paid approximately $4.2 million for a 108 MW stake in Four Corners in 2016.
APS Form 10-K, page 13.
“Decision No. 73183, Exhibit A, Settlement Agreement, Paragraph 17.2.
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APS'’s testimony in the instant proceeding does not explain why it was unable
to eliminate all lost fixed generation costs, as ordered by the Commission.
Mr. Snook’s Direct Testimony and Attachment LRS_06DR do not adequately address
that point. Further, APS’s neglect to account for off-system sales of the 200 MW of
capacity freed-up by the Rate AG-1 program does not meet the criterion that APS

make commercially reasonable efforts to mitigate all of its unrecovered costs.

DO YOU SUPPORT THE COMPANY’S PROPOSAL TO ELIMINATE THE RATE
AG-1 PROGRAM?

No. | believe the Rate AG-1 program should continue, in an expanded capacity
beyond the 200 MW current limit, so as to allow more than the eight current Rate
AG-1 customers® the opportunity to manage more directly their generation supply
costs via contracts with third-party suppliers. The Rate AG-1 program is obviously
beneficial to the current customers, given that the program has been continually fully
subscribed since its inception, and when reviewing the per-unit total present rates
paid by Rate AG-1 customers as compared to the total rates paid by customers in the
otherwise applicable standard tariff rate classes. Table 4 below shows this
comparison, and Rate AG-1 customers are enjoying on average a 4% discount to the
otherwise applicable APS tariff rate, even accounting for all Rate AG-1 fees charged

under present rates.

®Decision No. 75322, page 7, line 28.

BRUBAKER & ASSOCIATES, INC.



Amanda M. Alderson
Page 34

TABLE 4

Rate AG-1 Present Rates

Compared to Company Su

ly - Otherwise

Present Base

Present

licable Tariff Rates

Present

Adjusted Revenue Revenue Rate Rate Discount
Rate Class MWh ($000) ($/MWh) Percent
E-32 M 3,138,247 305,191 % 97.25
E-32 M (AG-1) 43,488 3634 % 83.56 -14%
E-32L 2,838,787 239,240 $ 84.28
E-32 L (AG-1) 405,944 32,938 § 81.14 -4%
E-32TOU L 240,589 20,381 $ 84.71
E-32TOU (AG-1) 11,695 827 $ 70.71 -17%
E-34 710,025 50,469 $ 71.08
E-34 (AG-1) 124,018 9,373 § 75.58 6%
E-35 1,469,900 97,503 § 66.33
E-35 (AG-1) 465,141 28,956 $ 62.25 -6%
Weighted Average -4%

Source: Schedule H-2, page 2 of 3

WHAT DO YOU PROPOSE CONCERNING RATE AG-1?

| recommend that the Company provided a corrected calculation of the stranded

costs through 2015 in its rebuttal testimony, reflecting the errors | have previously

pointed out in my testimony. Any stranded costs that still remain should be shared on

a 90/10 basis, with the Company funding 10% of the stranded cost, following the cost

deferral order granted by the Commission in Decision No. 75322. The 90%

remainder of the stranded cost value on a going-forward basis should be recovered

from all non-residential customers, again per the Commission’s prior order.

BRUBAKER & ASSOCIATES, INC.
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HOW DO YOU RESPOND TO THE COMPANY'S PROPOSAL TO CHARGE A
100% RESERVATION FEE, AS OPPOSED TO 15%, FOR GENERATION
CAPACITY IN THE EVENT THE COMMISSION DOES NOT CANCEL THE RATE
AG-1 PROGRAM?

No reservation generation capacity charge is warranted, as Rate AG-1 customers are
intended to be procuring firm power supply from their third-party supplier. Indeed, the
tariff language in Rate AG-1 requires the Generation Service Provider to deliver firm
power supply to APS on behalf of the Rate AG-1 customer. If APS is not receiving
sufficient firm power supply for Rate AG-1 customers to account for transmission
losses or the Commission-required generation reserve requirement, the Rate AG-1
tariff should be clarified to require the Generation Service Provider to gross up the
necessary firm capacity amount by the appropriate factors. APS should not be
permitted to charge Rate AG-1 customers for firm capacity, nor capacity reserves, at
the utility’'s embedded generation rate. Rate AG-1 customers should have the

opportunity to purchase their full firm capacity needs on the open market.

V. VALUE OF ROOFTOP SOLAR GENERATION

HAVE YOU REVIEWED THE COMPANY’S SUPPLEMENTAL TESTIMONY
CONCERNING THE IMPACT OF THE COMMISSION’S VALUE OF SOLAR ORDER
ON THE INSTANT PROCEEDING?

Yes. Messrs. Burke and Miessner provided Supplemental Testimony filed on
December 30, 2016 to comply with the Commission’s December 20, 2016 Order in
Docket No. E-0000000J-14-0023, the Value and Cost of Distribution Generation
Proceeding. The Commission Order instructed Arizona utilities with currently pending

base rate cases to calculate the amount to be paid for export energy generated by

BRUBAKER & ASSOCIATES, INC.
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rooftop solar arrays using the Resource Comparison Proxy methodology (“RCP”).
The RCP was developed within the Value and Cost of Distribution Generation

Proceeding, and estimated in Mr. Burke’s Supplemental Testimony at $0.11524/kWh.

HAS APS ADJUSTED ITS TARIFF RATES TO INCORPORATE THE
CALCULATED RCP PAYMENT RATE?

Yes. Mr. Miessner describes in his supplemental testimony that APS will pay the
RCP value of export solar to customers taking service under Rate Rider EPR-6s,
which is applicable only to customers who have on-site solar generation with a

nameplate capacity of 100 kW-ac or less.

DO YOU HAVE ANY CONCERNS WITH THE COMPANY’'S PROPOSED
INCLUSION OF THE RCP VALUE IN ITS TARIFFS?
Yes, by including the RCP value payment rate only in its Rate Rider EPR-6s, it has
created an arbitrary capacity maximum for rooftop solar customers that was not
required in the Commission’s Order in Docket No. E-0000000J-14-0023. | propose
Rate Rider EPR-6s be adjusted to remove the 100 kW-ac nameplate capacity
maximum, given that the export value of solar energy for even a 101 kW-ac array is
not meaningfully different from the value of a 100 kW-ac array. Any future customer
seeking to install a 101 kW-ac array, which would most likely include a larger
commercial or industrial customer with significant rooftop space, would be ineligible
for the Company’s Rate Rider EPR-6s, and be placed instead on Rate Rider E-56R.
Rate Rider E-56R is designed to appropriately bill and compensate customers
with any type of renewable energy generation facility greater than 100 kW installed

behind the customer’'s meter. Rider E-56R was not redlined as part of APS’s

BRUBAKER & ASSOCIATES, INC.
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Supplemental Testimony concerning the Value and Cost of Distribution Generation
Proceeding. APS proposes in the instant proceeding to pay for export energy under
Rate Rider E-56R at a seasonal energy rate that is capped at $0.04297/kWh for the
on-peak summer period. This export rate paid to 101 kW-ac rooftop solar customers
is only 37% of the rate paid to 100 kW-ac rooftop solar customers. Further, Rider
E-56R requires customers to purchase Standby Distribution Capacity for an amount
equal to the capacity of the on-site renewable generation, at the unbundled
distribution rate of the customer’s base rate schedule, a charge which is not assessed

to customers under Rider EPR-6s.

SHOULD THERE BE A PROJECT CAPACITY SIZE CAP ON CUSTOMERS
ELIGIBLE FOR THE RCP PAYMENT OF EXPORT ROOFTOP SOLAR ENERGY?

Yes. The other requirement in Rider EPR-6s that the nameplate capacity must be
less than 125% of a customer's average monthly kW demand over the prior
12 months is reasonable. The Commission ordered that this cap be placed on
Arizona utilities’ net energy metering rate offerings in development of the
Commission’s Net Metering Rules (A.A.C. R14-2-2301) instituted in 2009. | believe
this requirement should be maintained in order to prevent abuse of the net metering

incentive.

WHAT IS YOUR RECOMMENDATION CONCERNING THE COMPANY'S
PROPOSED PAYMENTS FOR EXPORT ENERGY FROM ROOFTOP SOLAR
CUSTOMERS?

| recommend the Company adjust its Rate Rider EPR-6s to remove the 100 kW-ac

maximum limit, in order to provide all rooftop solar customers the appropriate

BRUBAKER & ASSOCIATES, INC.
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payment rate calculated using the RCP method as ordered by the Commission in the

Value and Cost of Distribution Generation Proceeding.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes, it does.

BRUBAKER & ASSOCIATES, INC.
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Qualifications of Amanda M. Alderson

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
Amanda Alderson. My business address is 16690 Swingley Ridge Road, Suite 140,

Chesterfield, MO 63017.

PLEASE STATE YOUR OCCUPATION.
| am a Senior Consultant in the field of public utility regulation with the firm of

Brubaker & Associates, Inc. (“BAI"), energy, economic and regulatory consultants.

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND PROFESSIONAL
EMPLOYMENT EXPERIENCE.
| graduated from the University of lllinois at Urbana-Champaign in 2008 where |
received my Bachelor of Arts in Economics, with minor studies in Statistics and
International Business. | earned my Masters of Business Administration Degree with
a concentration in Logistics and Operations Management upon graduation from the
University of Missouri-St. Louis in 2011.

| joined BAIl in 2008 as an analyst. Then, in September 2011, | joined the
consulting team of BAI.

| have worked on various issues including embedded and marginal cost of
service studies, rate design, power procurement and portfolio management, contract
negotiation and environmental and sustainability compliance management.

In the regulated arena, | have evaluated cost of service studies and rate
designs proffered by other parties in cases for various utilities, including in Florida,

llinois, Indiana, Michigan, New Mexico, Quebec, Nova Scotia, and others. | have
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conducted bill audits, rate forecasts and tariff rate optimization studies. | have

performed utility investment prudence reviews with respect to such items as fuel,
purchased power and renewable energy investments.

I have also provided support to clients with facilities in deregulated markets,
including drafting supply requests for proposals, evaluating supply bids, and auditing
competitive supply bills. | have also prepared and presented to clients reports that
monitor the electric market and recommend strategic hedging transactions.

BAI was formed in April 1995. BAI and its predecessor firm have participated
in more than 700 regulatory proceedings in forty states and Canada.

BAI provides consulting services in the economic, technical, accounting, and
financial aspects of public utility rates and in the acquisition of utility and ehergy
services through RFPs and negotiations, in both regulated and unregulated markets.
Qur clients include large industrial and institutional customers, some utilities and, on
occasion, state regulatory agencies. We also prepare special studies and reports,
forecasts, surveys and siting studies, and present seminars on utility-related issues.

In general, we are engaged in energy and regulatory consulting, economic
analysis and contract negotiation.

In addition to our main office in St. Louis, the firm also has branch offices in

Phoenix, Arizona and Corpus Christi, Texas.

docishares\prolawdocsisdw\ 10268\estimony-bail310460.docx.
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ARIZONA PUBLIC SERVICE COMPANY
Summary of 2015 Tes! Year Adjusted Cost of Sarvica Study
FEA Proc s -
GENERAL E-221 (Water
BUMMARY OF REBULTS ELECTRIC TOTAL ACC JURISDICTION AL OTHER TOTAL RETAR RESIDENTIAL SERVICE Pumping} Stmet Lighting Dusk to Dawnt
DEVELOPMENT OF RATE BASE
ELECTRIC PLANT IN SERVICE 16,326,435 253 12962340167 2384 085088 12,962,340, 167 8,095,051 086 4 554 647 478 122235 266 133,850,295 52,557,042
GENERAL & INTANGIBLE PLANT 1,508,541,568. 1,400,428,100 108,113,468 1,400,428, 100 913,116,365 454,146,188 1,777 889 7,325,948 4081918
LESS: RESERVE FOR DEPRECIATION (6.402.411.202) (5.632,359.059) 770,082,143 (5,672 328 065 3.511.814.005) (2062257 759 {52,785 5041 (47 533.720) (17,868 .050)
OTHER DEFERRED CRECITS £1,237,180.000) (1252808371 (44 341 523 {1282 828.371; [768.218,184) (503,574,861 {12,664 185) 46,801 831 {1.878.450)
WORKING CASH (113,623,376) {83 558 549 (20084 427 183, 554 545 (82,763 B85 (42817 58%) (892,900 £1,054.52¢) [403.975)
MATERIALS, SUPPLIES & PREPAYMENTS 434,426,780 368,788,143 30,658,547 364,768,143 225856548 164,507 669 4,153,353 3070544 950,079
AGCUM. DEFERRED TAXES {2873, 411.027) (7.360.720 334 {543,681 853 12,369,720 334; {4,503.878 4421 (765 346 548 124.718.952) {26,263.825) {10810.431)
REGULATORY ASSETS 310,940,000 809920 60740778 181,817 468 63,623 483 1,701,158 1762326 1.284,787
DECOMMISSIONING FUND 735,106,000 Ti2a5942 3,970,058 434,545 532 285,200 877 7291529 551942
MISCELLANEQUS DEFERRED DERITS 121,338,000 113,285 636 BOTI 44 71,285 870 40,082,726 1,006.098 255,186
OPEB 182 625,115 168,753.227 13471882 110,070,358 55,800,824 1,418,175 480,906
CUSTOMER ADVANCES (115,605.382) (4903242 (20708141} (48,855,247} (44 TE4.368) (138.265) (683)
CUSTOMER DEPOSITS (T2821.600) 72 621,090} (28.573.117) 135,316 324) (TOS.52m t [ 187
PROFOAMA ADJUSTMENTS 302 154,000 262140717 10.012.283 183,586,173 101,825,712 2.494.008 2,808,171 1.316,552
TOTAL RATE BASE 8.011,800,048 877,150,009 1.240,840.11% 4280 51459 2317 8o 38 B T 002
DEVELOPMENT OF RETURN
BASE REVENUES FROM RATES 285,563,427 44,084,086 2,565,563 427 1,468,282 584 1338,700.733 20014733 20379.931 8,586,247
PROFORMA TO BASE REVENUES FROM RATES 21,340,145 23,340,145 18,295,058 5225164 (275.293) 103,126 (7812
SURCHARGE & OTHER ELECTRIC REVENUES 570,735,507 11972507 570,735,507 316,826,510 243272 570 TAT1258 2,579 A58 785311
PROFOAMA SURCHARGE & OTHER ELECTRIC REVENUES {45243} (412 186 458y (736,557 673 (16T 584 771 (5568 TEY) 1584 SRS} (578518
e e 4T 1588 848 ART [ A
'OPERATING EXPEMSES
OPERATION & MAINTENANCE 1,804,920,730 1,968,404, 802 1183514171} 1,968 484,502 1043343244 889,418,604 1,530,845
ADMIMISTRATIVE & GENERAL 163,783,761 176,678,875 17,120,787 176,878,875 115,813,168 57812564 946,786
DEPRECIATION & AMORT EXPENSE A56.219.756 402 456,850 BTN R 252 267,708 141,405 047 2814227
AMORTIZATION ON GAMN (4,626 583 {460 538 (25 0any 12 725,007} (1500581 [t in)
REGULATORY ASSETS 17910282 17,910,882 10,643,985 6.985,797 88,967
PROFOAMA ADJUSTMENTS {65.126.400) (53,537,447} B4T1.047 (53,537, 44T} (B.343.831) {53540271) 250,068
TAXES OTHER THAN INCOME 171,408 317 136,384,353 32,114,964 138,384,353 88,501,084 AT 275,162 1,833,384
INCOME TAX 258,174,789 224,358,180 33,818,608 224,358,180 65.978,067 148,859 126 2363857
PROFORMA INCOME TAX ADJUSTMENTS (131,526,347} {128,134,130} (36025571 (128,134 1504 {82.15,763) 143,413 148} (1,455 6451 745 B34y
2, 2, i 1, 1) 17,
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ARIZONA PUBLIC SERVICE COMPANY
Summary of 2015 Test Yaar Adjustad Cost of Sarvice Study
FEA Production Cost Alocation Cormactions
GENERAL SERVICE
TOTAL GENERAL E-20 E-32 TOU E32TOU E22TOU E-0, B2 B Eaz
BUMMARY OF RESULTS SERVICE {Church Rate) 10100 kW (103400 A {401+ k) Schoal TOU {0100 k) 101400 kW) 401+ W) [=1] Ea5
DEVELOPMENT OF RATE BASE
ELECTRIC PLANT I SERVICE 4,554,642 478 15 A79.010 11,427,670 20,584 527 84,756, 490 58,758,131 1,698,820772 1072048524 821,308,172 211511618 458,742,564
GENERAL & ITANGIBLE PLANT 464,146,198 3,006 645 1,201 647 2129615 5,436,253 4573372 183,186 BET 101,103,669 0,080,364 21837 50,206 479
LESS RESERVE FOR DEPRECIATION 12,002 007 90y 115.470,13%) {4,594 616) (8037 865) (28 454293 125,311,533 (742,135.274) 1468 327 398) 404,726 518) 196,092 278) {210,508 57¢)
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ARIZONA PUBLIC SERVICE COMPANY
Summary of 2015 Test Year Adjustad Cost of Servics Study
FEA Production Cost Allocation G -

RESIDENTIAL
TOTAL Solar Energy Pates  Selar Demand Rales
BUMMARY OF RESULTS HESIDENTIAL (E-12 ET-1 4 ET-2}  (ECT-1 & ECT-2) E-12 ETABET2 ECT-18ECT2
DEVELOPMENT OF RATE BASE
ELECTRIC PLANT IN SERVICE 8,099,051,088 255,317,931 18,729,506 2,181,586.792 3,067 361,127 1,572.085.331
GENERAL & INTANGIBLE FLANT 913,118,385 47,818,295 2,225,148 286622522 156,380,511
LESS: RESERVE FOR DEPRECIATION [3511,914.008) {159,178.281) (8.201.318) 18505881 871} (B76.122,118;
OTHER DEFERRED CREDITS (768218, 184 (35,053,127} {1,827.958} i
WORKING CASH (55,248 B8y
5. SUPPLIES & PREF 225,856,548
ACCUM, DEFERRED TAXES (67,478,158}
REGULATORY ASSETS 10,423,758
DECOMMISSIONING FUND 18,565 863 1,012,884
MISCELLANEQUS DEFERRED DEBITS 173,502 22,038,643 12,480,385
OFEB 268,270 34,575,848 18,837,500
CUSTOMER ADVANCES {45850, 247} e 20 (5,137,008} (24,414 4481 (8,542,948
CUSTOMER DEPOSITS (8578 117) (58,055} (11,736,686 {18.889,435) (747,887
PROFORMA ADJUSTMENTS 183,596,173 4z 52.914,535 B7.104.240 33,307,757
eETO A 0,083,363 1,991,750 581 LET8 307 38 GHT )
BASE REVENUES FROM RATES 1,468,282 584 18,538,858 2,243,969 446,507,353 718831532 280,870,762
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DEPRECIATION & AMORT EXPENSE 252.267.708 501,459 47,693,143
AMORTIZATION ON GAIN 12,720,002} [11€.504) (.30 1557,570;
REGULATORY ASSETS 10,643,995 454.753 24810 2,174,406
PROFORMA ADJUSTMENTS. (B.34E 831 1,820,634 68,471 BT 334
TAXES OTHER THAN INCOME 48,501,094 3,966,033 204,165 16,857,029
INCOME TAX 66,978,067 (AESHATS) 152,005 9,455,226
PROFCAMA INCOME TAX ADJUSTMENTS (82,116.753) (1,028,775 (168,278 (16,670,435}
TATaa VAR ED FL=1)
“GFEFATING INCOME H.ﬁ_; T AT L] THTEs
RATE OF RETURN (PRESENT) 185% (B81%) (o.3%) o™
INDEX RATE OF RETURN (PRESENT) [T (118 0.1) o.18




ARIZONA PUBLIC SERVICE COMPANY

of FEA All

Factors for FERC Accounts 364-168

GENERAL E-221 (Walar

DESCREPTION ALLOCATOR ELECTRIC TOTAL ACC JURISDICTION ALL OTHER TOTAL RETAIL  RESIDENTIAL SERVICE Pumping) Streat Lightng Dusk %o Dawn
364 Poles, Towers, and Ficturey gt

Primary DEMDST2 (NEW) L5458 842,954,584 842,954,584 340,849,651 9,009,400 LE499 L6t 800,007
Dersard DEMDISTZ  36% 159,463,650 189,463,650 189,460,650 W27, 661 SEEILIS 581 796,704 121,008
Custpmes CUSTHUWA B 3490534 283,490,934 83,490,934 pkreh ) 0347258 000 Ims 1.940,901
Secondary DEMDIS TI (NEW) 150,154,007 130, 14,007 152, 154,007 149,011,373 362,154 T8O,280
Dewemand DEMDIST2 ELLY 54,055 447 54055 447 4,055,447 53757, 718 e 9,252
Customer CUSTHUMS  B4% 6,000,564 96098564 9605, 564 35.253,857 103,660 1,217
365 Owerhead Canducton wnd Devices

Primary DEMDIST2 (NEW) 265,214,206 765,214,008 265,214,006 177630381 T 2,188,077 e S15.841
Demand DEMDIST: 8o nLINSE nzIM5 ninsms 130,753,612 091451 2104899 1,060,180 161,008
Customer CUSTHUM A  20% 5104181 53,042 881 53,002,861 648456 561G AT 51031 364,838

Secordary DEMONSTI (NEW) LRt 89,503,135 8,903,135 [ ELE ] 863,307 180,915
Dersand DEWDISTI A% 1912508 71,922,508 822,508 1,526,173 M908 5221
Lustomer cUSTHUM_ S % mas0a7 17980517 17.580,627 17,822,540 18,399 138,888

hocounts B4 & 145 .

Primary DEMDMETI (NEW) 708,168,990 704, 160,950 708,168,590 528,487 901 172,008,506 4007 2,180,731 3,500,740

Secondary DEMDISTS (MEW) 200,057,142 008718 240,057, 162 98,360286 725,861 LI

Tatsd Aecounts 3548 365 FFNE S40.726, 152 43,226,192 T4 Ban LT AT 9506 4094075 1,906,192 3360105

366 Undergraund Canduit

Primary DEMNSTS (NEW) 685,513,570 45513 670 6a5.513, 670 05,926,386 TI,H0,256 29,416 e ] 4715084
Derand DEMDISTA ot
Curtomer CUSTMUMLA  100% 551357 BESS13,ET0 BASS1IEM 605 526,306 T3INL256 Br5.416 9528 4,715,084

367 Underground Canductoe asd Devices

Primary DEMOISTS (NEW) 1382, 14872 L3a2,14L872 L34z, 040872 Loen, a8 209 W60, 518N 778,659 ABI0EM 4516515
Demand DEMDIST4  56% 15,463,704 BI5463.704 BI5,483,704 507,540,651 300,139,570 8,090,005 400636 880t
Cstuemer CUSTRUMLA  41% S66,671.167 66,678,167 66,478,167 500,807,547 60,662.85 55 545,197 3T

Secondary DEMDISTS (NEW} 64279, 190 :®4739,199 ®4139,195 62,428,009 623w da,pa1
Demand DEMDISTS  59% 185,901,127 185,301,127 188,901,127 155,042,456 a5 454 113,208
Cuttomer CUSTNUMS  di% 108,338,072 108,338,072 108,338,072 107,385,554 118,885 5,600

Acrourn 366 & 367

Primary DEMTSSTH (NEW) 067 K555 1,067,655.50 1,067, 855.5.02 1609, 354,614 4,184,90 B, IS 1M 2201508

Secondary DEMOKSTS (NEW) a200,199 64,239,199 W4T, 199 62,438,000 61,30 sanpa1

Tatal Aousts 466 & 167 AL 2,388,004 040 mmaa AT, 782,623 454,184 912 3,605,055 [RUEIH 15,180, 40

368 Line Transformers

DM Line Transtarmen. DEMEXSTY (NEV 165,602,004 265,602,004 165,602,008 LI,014,400 34,135,725 1650247 annsr LT RIS
Demand DEMDISTE  78% 125,040,368 175,880,368 125,080,368 384T ATE IS 1,602,108 asLams ba,529
Cuntomer CUSTNUMBZ  24% 9,781,885 19,751,695 19,7505 5,166,974 4,104,650 48,15 i ITAESE

UG Line Tramlormers. "INEW) 867,823,019 67 E,m8 867,823,019 400,090,273 168,396,317 142,087 LB28 15685
Cemand DEMBIST?  78% 507,545,485 507,545,495 507 545455 48,428,768 151,238,838 5MEIT 1,675,285 Bean
Custnmer CUSTNUNM_A % WEITTS2S 180,277,525 160,277.525 141,869,503 1715747 150,923 154,202 1100417

Tatal Acsourt B 3,465,083 833,455,003 4SS, 03 619,112,672 532,00 770,380 PR L6400

* Soures: Parwer Comgany, 3 dule G-7, Sheet 3 af §

Exhibit AMA-2
Page 1 of 3



Exhibit AMA-2

Page 2of 3
ARIZONA PUBLIC SERVICE COMPANY
D P of FEA A ion Factors for FERC Accounts 364-368
GENERAL SERVICE
TOTAL GENERAL E-20 E-32 TOU E-22 Tou E-32 Tou [E-30, E-22 E-x2 Ea2

DRSCRIFTION ALLOCATOR SERVICE (Charch Rate)  (0-100MW)  (101-400KW)  (4D1+6W)  SchoolTOU (D-10DNW) (101400 kW) {401+ kW) B34 E:38

364 Poles, Towers, and Fixiures Spiit

Primary DEMDISTZ (NEW) 9,005, 405 610,197 s, an w351 LA L 0,543,486 15,460,563 12,705,575 2,704,309 4758 8a7
Desnand DEMDIST2 ECE 8,592,191 514,304 145,756 169,687 838,414 832 545 2ETRETE 14,459,711 12,450,076 2,687,645 448,552
Customer CUSTNUMLA 4% 3034775 95,804 #8451 1226 pLEL) e 8,869,792 1,000,853 nsam 6623 2935
Sacordary DEMONSTI (NEW)

Demand DEWDISTI  36%

Cuatamer CUSTNUM_S 4%

245 Overhead Conductors and Deviers

Prienary DEMDE T (NEW) LRt g oz e 10,708 bal082 Lisa i e 1017 15,888,770 3,590,587 e3Le3
Demand DEMDIST?  &0% 08188 LI 184833 asean 1142147 1,168,118 87522 RLEL R 16618040 1,589,358 6319965
Custome: CUSTHUM_A 204 SETRIEH 7 16775 33 LA 5400 SADLTH 187,366 w0 1299 1459
Secomary DEMDISTI (NEW)

Dwmird DEMDISTY B

Customer CUSTHUMLE 0%

Accounts 364 8 365

Primsary DEMDRSTE (NEW) 172,809 505, 131258 was, 110 9,003 015,006 LO75.233 B4702,00 34,885,540 2936435 5254907 o 7u
Secondary DERIDNSTY (NEW)

Total Aceusts 44 & 185 17280505 LTS A Sa0,003 2018006 LS.y TRz 0 34,886,940 29.364345 5294507 1081718
366 Undergraund Candutt

Primary DEMDIS T4 EW) T3, 3a0,256 0,88 28,72 187 81 LLELY 00,477 @i Sa2,200 016 4024
Dermand DEMDIST4 23

Customer CUSTHUMLA  100% ETE 1,54 e m s nas LR 9410477 14204077 511002 16015 00
367 Underground Canductors and Devies

Primary DEMOIS TS (NEW) 860,801,846 b2 00 AETE Laa,617 415,758 LR 168,543,788 TEhe4.564 430 401 13,808 620 4310121
Demand DEMDIST  58% 00139570 630,500 8,367 137,089 4 389,745 424899 120,834,629 LEETELE GIATLENY 18,795,401 24,200,261
Cuntomer CUSTNUM_A  a1% 60,661,006 L5 179,211 M5LE 6007 57,688 57,708,657 200,634 430,767 13,40 19,260
Secondary . DEMDIS TS (MEW)

Dermand DEMDISTS Se%

Cuninmar CUSTNUM_S an

hcxousts 366 & 367

Primary EMOSTS (NEW] e sl 3,068,671 Lo 1,485,574 447,216 Asmar2 3,355,768 78,384,742 B8 S03 14857 M3 LE
Secondary DEMDISTE (NEW)

Tatal Accouncs 356 & 367 |asn 1,083,671 114530 L4E5, 374 BAAT 16 238,872 238,363,768 pLEL SR 500 L ETAGET 24554 140
368 Line Trarsfarmers
©OH Une Tramformers DEMOSSTE (NEW) WG TIR 249,818 508 191553 L 1272018 16,60L876

Demand DEMDISTE  T6% 1ILTS 356,372 12,7 199,150 A5 18,1706 10,461,213

Catomer CUSTHUMEZ  24% 20650 13,445 1258 1423 4050 4051688 180,460
UG Line Trassdormers DENDXETT (NEW) 168,396,317 L9727 533,083 711,588 2,272,041 2.250,721 3,791,862 35,406,357 msssam 2,169,325 8,009,884
Demand DEMDISTT  Té% 151208838 3,325,009 482141 02,185 2,164,645 LIS 67468,721 19,504 1TAIA40 1,165,581 #023,827
Customer CUSTRUNLA 4% 17,157,479 54,155 L 9,763 7386 18316 16,322,341 5658531 121,837 M8 s617
Tetal Account 368 ann,san,000 1,747,090 73,578 Lt 2ATH 4 1,056,598 106,016,156 50,007,033 s 1168325 B0

P Bhucisic Fox




ARIZONA PUBLIC SERVICE COMPANY

D of FEA Factors for FERC Accounts 364-368
RESIDENTIAL
TOTAL Solar Energy Rates  Solar Demand Rates
DESCRIPTION ALLOCATOR RESIDENTIAL (E-12, ET-1 2 ET-2}  (ECT-1AECT-2) E-12 ET-1 RET-2  ECT-1&ECT2
364 Pabes, Towwers, and Flrtures Spiit*
Primary DEMDVSTZ (NEV) e L] 12,740,568 800 136377, 100 151018, 1700
Demand DEMDISTZ s 58,271,661 4717813 218,300 14,407 500 45357595 20,049,343
Customer CUSTHUM_A  54% pt 852,045 FILEE) 101,968,679 101,663,458 0,121,706
Secordary DEMDIST (NEW) 18,011,373 5,300,180 4258 55,715,385 s4171L318 0,100,293
Oemand DEMDNSTI  36% 51,7576 1084009 106,367 16,551,684 75526160 409,455
Customer CUSTMUM_S 844 5250687 3208110 117,888 42,550,680 14 gt 140 10,800,827
365 Cvarhasd Conducion and Deviess
Irimary DEMDET2 (NEW) 1T,6,281 1219581 w78 53,025,175 8603345 LA
Demand DEMDISTZ 0% 10,750.612 ST 03,760 B AT4 966 5 ETLATD 26576197
Customes CUSTWUM_A  20% AR B 1392803 sans 10,850,109 19,00147% 5,262,127
Secondary DEMING T3 (NEW) B9, ka8, 008 1,574 163,502 53.119,527 AL 1%, 135 idiamunr
Dereand DEMOISTI  #0% 7526373 2,486,287 141,528 12,185 603 33,963,350 1251988
Customer CUSTNUM_S  20% 17820540 05,496 158 TAELAM 720,743 2.000.319
Acemnts 364 & 365
Primary DEMDFETZ (NEW) 526,487,331 19,961.530 200,206 LB, B0 355 235,712,378 30,111, 463
Secondary DERINETY (NEW) .0, 288 LUl a7 »naem 1, B8 482 o
Totad Accousts 354 & 385 764848217 B L0 79,1372 340077430 1IATILETY
366 Underground Conduit
Primary DEMINS T4 (NEW) 05,306,385 20,585,522 Tan 906 70,755,557 245,829,045, 68,006,355
Demand DEMDIST4 0%
Catomer CUSTNUM_A  108% 605,926,346 70,585,571 49,306 170,755,557 M5.029.045 8,006,355
367 Ursberpraamd Canductrs sed Deviess. .
Primary DEMDNS T4 (NEW) 1,000,024,229 apa s L787.386 348,634,251 53,513,309 158,745,424
Demand DEMDIST4  58% 501,540,591 eS8 LISTATR 2B14B5 T52,804.401 102,528,140
Customer CUSTNUM_A 4% 300,887,537 17,016,570 619,308 3,m8407 03,1135 5,117,284
Srvomdary DEMINS TS (NEW} 62,428,009 601,138 BUETS 4,009,835 147,107,096 39,190,266
Demand DEMDISTS % 155042458 5,952,880 08,77 8,005,085 1619542 nams
Cuntorser CUSTNUM_S 1% 207,385, 554 AsanImE 112,900 47,384,765 43,567,154 12052454
Accounts 368 & 367
Primary DEMIYST4 (NEW) LEM 5460 59278320 25310%m 615,329,808 TOL44T 414 LRTSLITS
Secandury DEMDISTS (NEW) 762,420,009 801138 9875 4,000,435 117,187,096 39,190,268
Toml Accenmts 366 8 367 LATLTRL 623 BAAIS A58 2,106,567 715,300,643 RS S1A 65,942,045
68 Line Trans formen
OH Line Traswformers DEWOKSTE (NEW) L9 0Ld,800 a7ea,028 s 7S T 078,600
Dernasd DEMDISTE  T6% 347,826 1603373 385,691 79,080,547 #4.561.262 16426553
Comtamer CUSTHUM 82 24% LR 1184750 s 18,714,208 14,267,515 1348977
UG Lina Trans Sormen NEW) 50,0917 18,150,956 4752 LT 22,373,008 Teaar.@7
f— DEMDISTT 7% B4R 137788 69419 W07.907,322 165,445,989 0387111
Ceatomer CUSTNUM_A 243 141,669,500 4g13008 1A CE-E S7476,41% 18,500,328
Taml Assrt 368 SI112.672 AT 1,093,566 FIE0I55TE LIG 7 260,967
* Sowroe: Tucson Study - Aliocatior

Exhibit AMA-2
Page Jof 3



Exhibit AMA-3
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ARIZONA PUBLIC SERVICE COMPANY
Summary of 2015 Test Year Adjusted Cost of Servics Study
FEA Comactad Distribufion Cost Allocafion - MDS
GENERAL E-221 (Waler
BUMMARY OF REBULTE ELECTRIC TOTAL  ACC JURISDICTION ALL OTHER TOTAL RETARL RESIDENTIAL SERVICE Pumging) Sireet Lightng Dusk to Dawn
OF RATE BASE
ELECTRIC PLANT IN SERVICE 15,326,435 253 12,062,340, 167 2,354 095,085 12,962,340, 467 8,530,219 424 4,125 618,728 106, 444,501 126,067 RET 64.988.247
GENERAL & INTANGIBLE FLANT 1,508, 541,588 1,400,428, 100 108,113,468 1,400,428.100 824,796,354 452.753,663 11,360,846 7,098,284 4417353
LESS: RESERVE FOR DEPRECIATION (B 452,411,205 (5.532.319.059 (TPE082.143) (5,612 339 A5} 13.841,978,053) (9,876 296, 840} (43,154,36 {d8 238 Big) 21640834
OTHER DEFERRED CREDITS {1,337,180.0001 (1282038371 i 381 823 (1.262,83.371) [772.741,355) (458,764,758} 24 BIEIT (2.441877)
WORKING CASH {193,623 376} {93 558, 5400 {20.084.837) {63,558, 549, 81.029.353) (25208 47T) SN0 (80451
MATERIALS, SUPPLIES & PREPAYMENTS 438,426,700 398,758,143 39,658,647 308,768,143 232,473,728 158,247 803 3915854 2853477 1177382
ACCUM, DEFERRED TAXES (2.872,411,827) {2,350, 720,334 (513881863 (2,389,728 3343 (1,556,732 805) {105 541 765) (18,391,748} {24823 511) {13.428.504)
REGULATORY ASSETS 310,540,000 250,188,222 60,740,778 250,188,222 187 506 442 57,548 548 1,483,311 1,645,074 1,471,848
DECOMMISSIONING FUND 735,196,000 T3 28042 3370.088 TI1.225942 434 548,532 285,200,877 7291828 3632180 551942
MISCELLANEOUS DEFERRED DEBITS 124,338 000 113,265,558 BAOT2IM 113,265 656 72,007,874 39,291,625 677,154 579,006 19867
OPER. 182,625,115 168,753,227 13,871,888 168,753,227 111,483 483 54,512,548 1,367,747 855 541 S33.907
CUSTOMER ADVANCES {115,609 383} (34.502,242) {29,706, 141} 54,503,242 (49,850,247} (44,764 388, {138,295} (448258 883
CUSTOMER DEPOSITS (72621 690} {72 621,880 {72 821 600} (35T 1IN A2 816 204} 17065201 i#11,958) (o8, 197
PROFORMA ADJUSTMENTS 302,154.000 292140717 10,013,283 262,140,717 183,270,815 92,485,373 2,147,058 2,635,368 1.502.102
§371,000,04 1 1 [Egis! LETE LA X

DEVELOPMENT OF RETURN
BASE REVENUES FROM RATES 2,909,647 523 2.855,563,427 2,865,563, 427 1,468 282 S84 1,338,700.733 20,979,131 B.585.247
PROFORMA TO BASE REVENUES FROM RATES 23,340,145 23,340,145 23,340,145 18,295,058 5225164 103,128 (78121
SURCHARGE & OTHER ELECTRIC REVENUES 582708014 570,735 507 570,735 547 18,341,202 241,801,124 b 2,550,304 832,158
PROFORMA SURCHARGE & OTHER ELECTRIC REVENUES 14 12607 651} (413 1B TRy {412 186 408 (38,570, 304) {167 300 153) i8.657.56T) {1543 14 {535,345

TOTAL GPERATING REVENUES 3, 1 T418,138 067 3 0 AT

EXPENSES
OPERATION & MAINTENANCE 1,804.920.730 1,868,857 998 (183,737 268) 1,968,657, 998 1,020,043 592 §13610.T5 23,198,428 2,508,155
ADMINISTRATIVE & GENERAL 193,798.761 176,678,975 7120 787 178,678,075 117 457 485 56,308 893 1414774 582,583
DEPRECIATION & AMORT EXPENSE 456219758 402,496,860 51,722 896 402,496,860 263,027 757 130,817,006 1,782,706
AMORTIZATION ON GAIN (4,626,583 {4.601,633) {25,080y (4601 830 12,729 002) (1.800.581) 347y
REGULATORY ASSETS 17,810,882 17.4510,882 17,610,842 10,543 995 6.985.797 13518
PROFORMA ADJUSTMENTS (85,126,400; {63537 447% (82,537 447} 5,141,262 (56,757 B44) 245,374
TAXES OTHER THAN INCOME 171,480,317 119,384,353 139,284,353 B53 81T
INCOME TAX 258,174,789 224,264,040 224,284 040 1,087,368
PROFCAMA INCOME TAX AD (131,826,847 (129,134,130 {3,082 65T (122,134,150} @ iy
L0044 00k EERI)

‘CPERRTING TRCOWE SERLINT EiLERE] TEa e F14,308,133 [EulE] LE: T

[RATE OF RETURN (PRESENT) ARS% L] BIT% 8% 1% WATS ATTR 8%

[NDEX RATE OF RETURN (PRESENT) 100 098 12 .96 o am L2 143 112



Exhibit AMA-3

Page 2of 3
ARIZONA PUBLIC SERVICE COMPANY
Summarny of 2015 Test Yeer Adjusted Cost of Sarvica Study
FEA G d Distribution Cost Allocation - MDS
GENERAL SERVICE
TOTAL GENERAL E-20 E-22TOU EazTaU E3Tou E-30, E32 Ea2 Eaz
SUMMARY OF RESULTS SERVICE (Chumh Ratsl  (-100MA) (101400 KA} (401S M) Sehoal TOU (0-100 kW) {101-400 kW) {401+ o) E34 Ea8
RATE BASE
ELECTRIC PLANT IN SERVICE 4,125 618,728 30 876,141 10,412,858 17,723,154 55 561,657 48,720 556 1.661.266,147 910,687 398 THH 868 33T 183 838 560 408 569 Sea
GENERAL & INTANGIBLE PLANT 452,783,663 2,561,508 1,175,560 2,152,030 8,183,530 4728372 182,458 588 98,951878 86,431 844 20,853,390 41,918,484
LESS: RESERVE FOR DEPRECIATION 1876205 840 (14,001, 7561 (4,507 456y iB1are1n 25753240 122 568 835} (731,682 191} 424 300 501} 385,845 443 {86,853 835} . P9,
OTHER DEFERRED CREDITS {408, 764,758} (3,124, 146] 1,251,722 (2314812} (7 480.341) 15,468 5373 174 340 890} (TERT4T 318 {404,232 809) (25,516,008} {81088 552
WORKING CASH {49 %60 487y (228 2243 73,718) 1124292y (381,117} {385,400} (11.525 684) (E5TIT13) {5.579 508! 11,288 431} [2.897 384y
MATERIALS, SUPPUES & PREPAYMENTS 158,247,803 784,702 407,468 751,043 2,470,866 1,518,080 54,089 448 35816177 33,867 867 8178212 20,363,161
ACCUM. DEFERRED TAXES {705 541,765} 523,30 {1,788 B45H 12955.627) @101 835 {8,780, 885) (298305, T8} (155 874 215 {130,283 9813 (20,883 7477 B4 244 785}
REGULATORY ASSETS 57,808,548 475670 167 802 235,708 585,482 617,164 30,669,069 10,785 411 8,450,519 1,884,213 2805511
DECOMMISSICMING FUND 265,200,677 2,188,437 887,285 1281538 4,183,924 3652851 6,600,144 67,083,845 50,438,957 14,638,660 33445173
MISCELLAMEOUS DEFERRED DERITS 39,291 625 26,408 102,131 182,456 585141 385,294 14,084,223 8,536 582 TA2TTY 1,896,357 4 583,281
apeR 54512548 356,287 141,582 247478 744,204 568,687 21588 265 11,867,704 10,402,002 2,503,415 5,887,204
CUSTOMER ADVANCES (44 764 889} (141,280 {138,627} 228 524} 1687.879) pfkan [REAEAR-EH] (12472 745) 18,088 278} {1,841, 8014 (4.538.363)
CUSTOMER DEPOSITS (32.618.324) {101 787] {401,918} 168,738 (508 722) 272400 12,521,187 (7 63 243) (G620 4745 1,586,578} (3,303 58T)
PROFORMA ADJUSTMENTS 92,495,373 616,830 240,756 405,044 1238978 895,577 38,452 042 15,883 054 17,373,408 4,05 644 8.264,040
TOTAL RATE BASE 1,180 24,200 586 T WBATE R 1,053,208 90,808,430 208,143,088
DEVELOPMENT OF RETURN
BASE REVENUES FROM RATES 1,338,700,733 4176910 4,183,101 6.843.561 20878912 11,188,888 513918578 313,174 826 271,728 358 57,074,785 135,561,017
PROFORMA TO BASE REVENUES FROM RATES 5,225,164 (107 647 (15,324} {62241 175,286 (2421 455 (4532 182 2,082,082 2,788,532 7.882,058
SURCHARGE & OTHER ELECTRIC REVENUES 241,801,124 1,080,720 780, T4 1,172,958 2312273 102,913 825 4172821 21670707
PROFORMA SURCHARGE & OTHER ELECTRIC REVENUES (167,356,150 (890,122} (802 448 (1,246,808} 0,135 B 14 E4500.741 (16,346,357
T8, 138.067 11310,40 BTS00
(TING EXPENSES
OPERATION & MAINTENANCE P13610,715 3,465,053 2,333,408 13,767 520 7,668 537 264,621,578 201,857 486 205,108,884 48,573 53 120,870,421
ADMINISTRATIVE & GENERAL 56,308,993 372821 148,208 761,785 590,265 22953388 12,011,208 10,660,067 2,568,380 5,982,430
DEPRECIATION & AMORT EXPENSE 130,817,006 26913 332892 1,792,788 1508822 28,356.469 26284212 5,862,722 13,577,224
AMORTIZATION ON GAIN 1,800 587} 136871 14,345) 20 4831 (21823} (423.37H {375 914) R2.580 [rPakd i)
REGULATORY ASSETS. 6,585,747 53,804 16,835 102,483 83,477 1,843,168 1485817 358,564 819216
PROFORMA ADJUSTMENTS {45,757 8431 (169 939) (225,838 (322,881 QITEAN  @PAISASH (14591388 422494745 (254730} [1744,877)
TAXES OTHER THAN INCOME ; ! sa7417 495,859 17,502,585 9,057,283 7843743 1,740,893 1783878
INCOME TAX 2,458,536 1,000,545 74,737 862 40522845 21029870 1,731,985
PROFORMA INCOME TAX ADJISTMENTS {154,721} {21,604 807} {14347 47T (5,045 B38) (774,147
OTAL OPERATING EXPPENBES E




ARIZONA PUBLIC BERVICE COMPANY
Summary of 2015 Teat Year Adjustad Gost of Service Study

FEA Conectad Di Coat Allocation - MDS
RESIDENTIAL
TOTAL Solsr Energy Rates  Solar Dwmand Rales
SUMMARY OF RESULTE RESIDENTIAL (E-12, ET-18ET-2}  (ECT-1&ECT-2} E-12 ET-1 BET-2 ECT-1 8 ECT-2
DEVELOPMENT OF RATE BASE
ELECTRIC PLANT IN SERVICE B.530.219.424 38347210 17,937,027 2,623 428,113 4025,802,113 1,508,304.961
GENERAL & INTANGIBLE PLANT 924,798,954 47,908 550 2,200,678 298,577,287 421.311,756
LESS: RESERVE FOR DEPRECIATION (2640 970,083 1150462 154) 7,566,770} 11,086 616 671} (4,728,077 584
OTHER DEFERRED CREDITS (T72.T41.355) 135,091.228) {1,898 208} 216530337} {371,447 481) {147 483 5007
WORKING CASH {61828,353) {2.548.221) {128,856} {18.610.559) 2931090 11.002.5841
MATERIALS, SUPPLIES & PREPAYMENTS 232.473,726 9,788,285 521,634 68,328,624 110,172,554 43,662,030
ACCUM. DEFERRED TAXES 1,806,732 865) 62, 411.053) {3,302 808} (B 408 B (747 A13857) 275 688 3007
REGULATORY ASSETS 187 908, 442 10,478,018 434,736 68,107,919 81,721,002 27184, TES
DECOMMISSIONING FUND 434,548 532 18,565,663 1,012,884 108,810,613 217388521 88,771,851
MISCELLANEQUS DEFERRED DEBITS 72087574 2,618,271 171,808 22,886,581 33,038,562 12352776
OFER 111,483 453 5,778,557 265,309 36,070,535 50.770.944 18,587,737
CUSTOMER ADVANCES 48 A55 247 {679,198 7 B (15,157,038} (24,414 448 (9,542 g4
CUSTOMER DEPOSITS 38,678,417 (58,255 {11,736 636 (16,879, 435) (23T E47)
PROFORMA ALLL 183,270,815 63,680,630 28.361.734 31,881,368
A0 145 5243 2307 B3 ATY Ei]
DEVELOPMENT OF RETURN
BASE REVENUES FROM RATES 1,484 280 584 18,538 888 2243 965 44,697 353 718831632
PROFORMA TC BASE REVENUES FROM RATES 18285059 3,182,150 122,765 8,426,843 5,508,510
& OTHER ELECTRIC 318,341,202 7,263,550 517,596 97,854,002 152.422 937
PROFORMA & OTHER ELECTRIC REVEMUES (236,870 204) 44,090,507 {337,378} (74,535 434 (112.604.958)
OPERATING REVENUES 783,568, 163
OPERATING EXPENSES
OPERATION & MAINTENANCE 1,020,043 682 21,857,145 1,464,385 484 842 500 206145 085
ADMINISTRATIVE & GENERAL 117 457 485 6,100,188 278,788 51,405,004 18,482,777
OEFRECIATION & AMORT EXPENSE 263,027,787 11,745,728 571,853 123,158,951 45,115,834
AMORTIZATION ON GAIN [2.7.000) (116 Sa4 46363 6AD G14) (1,364 850 (5575704
REGULATORY ASSETS 10,643,985 454,753 24,810 2685242 5.324.784 2174405
PROFORMA ADUUSTMENTS (5,151,262) 1,852,028 82,713 £2816.508) (3.208,200) (1,340,875)
TAXES OTHER THAN INCOME 54,471,605 4,028,113 183,410 20207543 4195223 16,082,308
INCOME TAX 70,842,841 B744436) 9,903 25,020,846 40,459,206 13,267,033
PROFORMA IMCOME TAX ADJUSTMENTS (3,538,194 {1.063.067) {162.7161 125,007 760 {40,920, 202) 18,454 455
GPERATING EXPENSES lml MBI 2408802 Tik.048 862
CPERATING INCOWE B [EEEL %, 180 T 5 W_@i w
RATE OF RETURN (PREBENT) 180 (E38%) s 3% e 1845
INDEX RATE OF RETURN (PRESENT) (7] (110 0.1 047 L] s

Exhibit AMA-3
Page 3of 3
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ARIZONA PUBLIC SERVICE COMPANY
Sumemary of 2015 Test Year Adjusted Cost of Sarvica Study
FEA - All Changes Combinad
GENERAL E-221 (Water
BUMMARY OF RESULTS ELECTRIC TOTAL ACC JURISDICTION AL OTHER TOTAL RETAIL RESIDENTIAL SERVICE Pumping} Sireet Lighting Dush 5 Dawn
DEVELOPMENT OF RATE BASE
ELECTRIC PLANT IN SERVICE 15,326,435 253 12.962,340,167 2,364,005 086 12,862,340,167 B,539,210.424 4,125518,728 106,444,801 126,067 867 64,988,247
GENERAL & INTANGIBLE PLANT 1,509,541.568 1,400,428, 100 109,113 468 1,400,428,100 452,753,863 11,360,846 7,008.284 4,417,353
LESS; RESERVE FOR DEPRECIATION (6,402,411, 202) (5532,319,055) (770,082, 143) (8652319059 (1876.265 540 (48,154,367} (48,230 865) 1,848 630}
OTHER DEFERRED CREDITS 11,337, 160,0001 (1.282,838,371; 44,341 629} {1262 838.371) 498 7847581 112,502 503) B.715977) 2113577
WORKING CASH 113.623.376) (B3 558,544 (20084 A37) (83 558 543) (22363 467) (TE2.845) (380.372) ¢
MATERIALS, SUPPLIES & PREPAYMENTS 438,426,790 258,768,143 39,658 647 308,758,143 232473728 158,247,903 315054 2853177
ACCUM. DEFERRED TAXES @A73.419.037) {513,681 B9} 12,350,720 334) (1,556,732 805) (70 541 7BS) 118,391,749} {24,823 811)
REGULATORY ASSETS 310.940.000 60,740,778 250,198.222 187 906 442 57.5846,546 1483311 1,649,074
DECOMMISSIONING FLWD 735,186,000 3,670,058 T 225542 434 549 532 285 200 877 7281628 3,632,180
MISCELLANEQUS DEFERRED DEBITS 121,328,000 8,072,344 113,265 85€ 72067374 29291525 577,154 579,008
arER 182,625,115 13,871 888 168,753.227 111,483,483 54512540 1,367,747 855,541
CUSTOMER ADVANCES (115,509, 383) (20,706, 141) (94,303 242} (49.850,247) 44,784 963) (138,265) (140.058)
CUSTOMER DEPOSITS (72621 550) 72 427 880) {34.574.117) (32 414 324) (708.920) (E11,150)
PROFORMA ADS 302,184,000 10,013,283 292140717 193,270,815 62495373 2,147,058 2,625,369
" E
DEVELOPMENT OF RETURN
BASE REVENUES FROM RATES 2,909,647 523 2,865 563,427 44,084,096 2,885,583 427 1,488,202 584 1,336,700,73 29014733 20979131 8,506,247
PROFORMA TO BASE REVENUES FROM RATES 73340145 23345145 23,340,145 18.285,049 5225164 (275209 103,138 Y
BURCHARGE & OTHER ELECTRIC REVENUES 582,700,014 &70,735,507 11,871,507 570,735,507 18,341 202 241,601,124 740 2.550,304 B3z 156
PROFORMA SURCHARGE & OTHER ELECTRIC REVENUES {412,807 851} {412 188 4085 {421,243 (412 T4 ACH) 18657 567 1883 140)
TOTAL 3.103,080,09 3047 AT 5 5047 AL TAE, 30,403 Y ¥ =R
OPERATING EXPENSES
OPEPATION & MAINTENANCE 1,804,820,730 1,968,494, 502 (163504471 1,968 454 902 1,048,787 440 884,107 524 23,537 445 2840 D
ADMINISTRATIVE & GENERAL 163,769,764 178,678,975 17,120,787 176678975 147,487 485 56,308,993 1414774 582,563
DEPRECIATION & AMORT EXPENSE 456,219,756 402,495,850 53722866 402,486,860 263,027,757 130,917,008 3345705 1,783,706
AMORTIZATION ON GAIN {4,626, B3} 4,601,030 125.080) (4601913, 270 002y (%800 581) {45201} 22,882) @RATT
REGULATORY ASSETS 17,910,882 17810882 17,919,882 10,843,595 5,985,797 178,603 88,567 13518
PROEORMA ADJUSTMENTS (85,126 49¢; {51537 4471 8411047 (63,537 447 15.151,262) 38,757,049 2675235 202523 248374
TAXES OTHER THAN INCOME 171,439,317 139,384,353 32114864 138,384,353 84,471,605 1527 822 853,817
INCOME Tax 258,174,780 224,356,180 33818609 224,356,180 58,581,273 2,558,185 1,044,438
PROFORMA INCOME TAX ADJUSTMENTS 131,826 847 {12893, 150 (3082657 (e RETREC 83 508 185, {720,594} (142 525
TOTAL ZTT0 8% 1 i 5
L3 I L koL S L] Cr_ L/ i ARAFE
4% A% [E Ann 1445 e AT
100 o086 128 LE [+ ] 13 1.0




Exhibit AMA-4
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ARIZONA PUBLIC BERVICE COMPANY
Bummary of 2015 Tost Year Adusted Cost of Sarvica Study
FEA - Al Changes Combinad
GENERAL SERVICE
TOTAL GENERAL E-20 E-32TOU E-32 TOU E-22 TOU E-30, E-32 E-22 E-a2
BUMMARY OF REBULTS SERVICE (Church Rate)  (0-100MW)  (101-400 KA} 401+ k) School TOU 10-100 kW) (101400 kW) {401+ kW) Ea34 Eas
DEVELOPMENT OF RATE BASE
ELECTRIC PLANT IN SERVICE 4,125,619.728 30,876,141 10,412 858 17,723,154 55,561,857 1,661,266, 187 918,687,358 TRE AGE 32T 183,835, 560 408 660 888
GENERAL & INTANGIBLE PLANT 452,753,663 2.961.588 1,175,500 2052030 6,183,530 182,498 866 96,951,879 85,431,844 20,853,380 48,916,454
LESS: RESERVE FOR DEPRECIATION (1875296840 (14001756 14,597 458} ®107811)  ESTEI4N (T31082.191)  (4Z1306.563)  (IS5215443)  MEOSIEIS]  [195.790.108)
OTHER DEFERRED CREDITS (408,764,758} (3.124.148) 251728 (2314812 {7,480,241) T4540892)  (SOI4T I8 (104232509 (25,515,028 (61,088,852
WORKING CASH {28,368 467 (228 224} 173.716) (124,282 381,117} 11,526,684 6.573 713) (5,578,506} 1,288,431} {2,817, 384}
LS, & 158,247,803 784,702 407 488 TE1.943 2,470,868 35815177 3,867 887 8179212 20,263,181
ACCUM, DEFERRED TAXES (758,544,785 (5,823,308 {1,788 545) (2.956.622) 8,101,833 (155574815 (130.383061) (083747 (64,244 756}
REGULATORY ASSETS 57,586,546 475879 157,682 235706 585 482 10795411 8450518 1854213 3,805,811
DECOMMSSIONING FUND 285 200677 2,188,437 687,285 1281536 4,183,838 B7.083,545 58,438 557 14,638,860 1445123
MISCELLANEOLS DEFERRED DEBITS 18,291,825 229,408 102,131 182,458 45,141 8536562 7,822,772 1,868,357 4,583,281
OFER 54512545 255,287 141,582 247,079 744,294 11,667,704 10,402,002 2,500,415 5,087,234
CUSTOMER ADVANGES {44,764 9873 1141.280; (139827, @224 (EDT ATH {18.472.745 13,082 278} 1811501 (4,538,363
CUSTOMER DEPOSITS (32815324 {151,787 {161,918} {18738 {BoA 721y (12,521,197} (7830 243) (64520 434} 11,300,678 3,207 587}
PROFORMA ADJUSTMENTS 82485373 618,830 240,758 405,044 1238878 38,452 042 19,883,054 17,373,408 4,035 544 8254040
TOTAL RATE BASE LT AR 625,500 [For ] T 7 581,160 #4108
DEVELOPMENT OF RETURN
BASE REVENUES FROM RATES 1,338,700,733 4178210 4,18, 101 8,243,581 20878812 513,818,578 213174828 271,728,356 7,074,785 125,551,017
PROFORMA TO BASE REVENUES FROM RATES 5225184 (157,847 (15824 (88,241} (334 450 24214801 14.532,152) 2,082,092 2786 532 7682056
SURCHARGE & OTHER ELECTRIC REVENUES 241,801,124 1,060,720 700,754 1,472,688 2,105,656 102,913,825 57,183,508 41728271 8,552,370 21,870,707
PROFORMA SURCHARGE & OTHER ELECTRIC REVENUES (167 390,153 {22762 (6001221 {1868 111) {80,136.814) . [ZARL0.T4T) (10,840,957
AL ST RV ¥ 302,08 v 584,275,000 28 50T 71 20, 1

296 623,543

22953389
52,004,544 28,056 489
621671} E3ETH
241514 1,543,188
{27.525 182} 114.571,585)
17,562,588 8,057,283
TTA31914 40,534 048

(21,803,802}

185,529,928
10,680,067
25284212

[AT5#4
1455817

[10.243.474)
e T
26,965,871

{E84.TI0}
1,740,833
3,287 421
(74,1471

TING EXPENSES
OFERATION & MAINTENANCE 884,107,324 1855615 2358177 42m 542 12,880,027
ADMINISTRATIVE & GENERAL 66,308,803 w21 148,388 254,131 761,785
DEPRECIATION & AMORT EXPENSE. 130,817,006 825812 332,882 574322 1792786
AMORTIZATION ON GAIN {1a6ET 14345 8,107} fr )
REGULATORY ASGETS. 53,604 16,835 31390 102483
PROFORMA ADJUSTHENTS {158,838 [278,835) (281,180 (822881}
TAXES OTHER THAN INCOME 14,184 105,969 174370 537,117
INCOME TAX (153 721 725,308 950,846 2411937
PROFOAMA INCOME TAX ADJUSTMENTS (42,027,129} 4813) 154,721) (230.967) (554,261

TOTAL GPERATING EXPENSES. 1,178, 10,528 I% 3300 500 [RLET 1 4,062,308

TPERRTING INCOME F= 1 ¥]

RATE OF RETURN (PRESENT) 1.55%

INDEX RATE OF RETURN (PRESENT) 2

114,378,451
5962430
13.577.224
(212083
810,216
(1.744.877)
3,793,878
5513578
{611 84T




ARIZONA PUBLIC SERVICE COMPANY
Summary of 2015 Tast Year Adlusted Cost of Sarvice Study

FEA - Al Changes Combined
RESIDENTIAL
TOTAL Solar Energy Rates  Solar Demand Rates

BUMMARY OF REBULTE RESIDENTIAL  (E12 ET-1&ET-2)  (ECT-1& ECT-2) E12 ET-1&ET-2 ECT-18ECT-2

DEVELOPMENT OF RATE BASE
ELECTRIC PLANT IN SERVICE 529,219,424 263,747,210 17,837.027 2523,428,113 4.025,802,113 1,508,304,961
GENERAL & INTANGIBLE PLANT 924,708 954 47,908 550 2,200,678 298 977287 421311768 154,368,680
LESS RESERVE FOR DEPRECIATION [3640,978.053) {160,462, 154) {7 SA6.7T0 {1,084 610.571) H {857 255 874,
OTHER DEFERRED CREDITS {T72,741,355; 1256,031,228) {1813 8081 (216,900,337 (147 483, 500}
WORKING CASH 61,529,357) 2,548,221} (128 855) 18,810,550 {11,002 5841
MATERIALS, SUPPLIES & PREFAYMENTS 232472726 9,788,285 521004 58378 824 110172554 43 662,030
ACCUM, DEFERRED TAXES [1.406, 132 8051 (F8.411,053) 13,302 A0E} (531 436 B2 (747 813 857 (275 B84 168}
REGULATORY ASSETS 187 906,442 10,478,018 434,736 68,107 19 81,721,002 7,164,768
DECOMMISSIONING FUND 434,548 532 18,565 663 1,012,884 108 810,613 217,388,521 88,771,851
MISCELLANEQUS DEFERRED DERITS 72,007,874 3628271 171,802 22,888,561 33,028,562 12,352,778
OPEB 111,483,483 36,070,538 50770944 18,867,717
CUSTOMER ADVANCES (48,850,247} (76618} (15,137,036} (24,414 44| 19,542 048
CUSTOMER DEPOSITS (38,578 117) 156,855} (11,706 s 18R 435}
PROFORMA ADULISTMENTS 153,370,815 414 477 £3.680,839 88361734

FATE BABE 5,807 529 14% se A 2107 BB ATT

DEVELOPMENT OF RETURN
BASE REVENUES FROM RATES 1,468,262 584 19,538 868 2241968 448 857353 718,831 632 280,870,762
PROFORMA TO BASE REVENUES FROM RATES 18,208,088 3,192,150 122,768 8426843 , 844,782
SURCHARGE & OTHER ELECTRIC REVENUES 318,341,202 7,353,550 517,596 97,654,002 80,393,118
PROFORMA SURCHARGE & OTHER ELECTRIC REVENUES 23047204 ¢4.ar 50z 27,471 (74545484 (46,221,524

THipasa 25,904,088 3

OPERATING EXPENSES
OPERATION & MAINTENANCE 1,048,787 440 23,537 438 1,542,785 302,308,536 508,478,548 211,320,965
ADMIMSTRATIVE & GENERAL 117,487,485 6,100,168 278,798 53,405,004 18,482,777
DEPRECIATION & AMORT EXPENSE 263,027,757 728 571,853 123,158,994 46,115,834
AMORTIZATION ON GAIN Q7,002 6,363 (683014} 14,364 880 {557,570
REGULATORY ASSETS 10,643,885 24810 2,665,242 5324784 2,174,406
PROFORMA ADUUSTMENTS 4,151,262) 82713 2616 5301 £3.269.256; 11,340, 8751
TAXES OTHER THAN INCOME 84,471,605 193,410 30,207,543 #431.852.230 16,082,308
INCOME TAX 55,581,273 #6.551) {15.068) 22,478,369 34,882 615 11,066,807
PROFORMA INCOME TAX ADIUSTMENTS (43,538,195) {1,643 0821 {192,118 25,007 180Y 40.920,202) {16,454, 455

ThEEaToes  WaATan 53 8 STAEE 724,708 128

‘CPERATIHG NCOUE AT [REPiLEL) =) EEC A0 ] R

RATE OF RETURN {PRESENT) 144% Eae%) 1% 200% 144% 1.18%

INDEX RATE OF RETURN (PRESENT) 030 e 002 04z 038 [+

Exhibit AMA-4
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10
1"

13
14

16
17

21

Residential
Residential Solar (Energy Rates)
Residential Solar (Demand Rates)
Residential E-12
Residential ET-1 & ET-2
Residential ECT-1 & ECT-2

Total Residential

General Service
E-20 (Church Rate}
E-32 TOU (0-100 kW)
E-32 TOU (101-400 kW)
E-32 TOU {401+ kW)
School TOU
E-30, E-32 (0-100 kW)
E-32 (101-400 kW)
E-32 (401+ kW)
E-34
E-35

Total General Service

E-221 (Watsr Pumping)
Street Lighting
Dusk to Dawn

Total Retail

Motes:
*Net of Adjustor Transfer
**Using FEA COSS Model

Present
Base Rate
Revenues
— (000}

{n

$ 2273
2,367
455,124
724,840
281516

$ 1,486,578

$ 4,069
4,167
6,774

21,209
11,345
511,454
308,825
273,007
59,842

143,235

$ 1,343,926
28,738
21,082

8,578

$ 2,888,904

ARIZONA PUBLIC SERVICE COMPANY
Docket No. E-01345A-16-0036

Adjustor
Revenue
Increase
(000}
(2)

$ 2848
240
51,044
81,798
32,880

$ 168,607

s 461
333

483

1.087
1,059
43,872
23,705
13,851
3,186

S, .

$ 94408
3,243
981

M3

$ 267551

eve

Coss

(1.27)
0.03
0.44
0.40

0.31

(055
4.33
3.40
2.88
1.10
28
2.73
247
1.47
132
2.49

0.94
1.46
116

1.00

38,791

21.450
s 118289

1.265

178
12,373
16,568
4,003
8468

$ 44242
1649

1,149

§ 165884

Percent

8

7.7%
9.2%
B.1%
B8.0%
LB%
8.0%

8.0%
0.6%
46%
6.0%
6.1%
0.0%
4.0%
6.1%
6.7%

3.3%
5.7%

5.5%

57%

Exhibit AMA-5

FEA Proposed
Proposed

Proposed Base Rate Proposed
Index ROR Increase Percent Index ROR

_index™ 1000y index
(8) 4] (8) ] {10) (1)
133 {0.53) 5 2810 11.5% 2.00 (0.49)
1.60 0.36 204 B.6% 1.50 035
1.41 0es 39,201 B8.6% 1.50 0.69
1.40 0.69 62,432 B.6% 1.50 071
133 084 24247 86% 150 067
1.39 062 § 128694 8.7% 1.51 0.64
1.57 0.08 k] 366 8.0% 1.57 0.09
0.1 283 - 0.0% 0.00 279
[ohry:} 248 23 3.4% 0.59 241
1.04 217 1,020 4.8% 084 21
1.05 11 556 4.9% 0B8s 1.07
0.01 1.89 - 0.0% 0.00 1.89
0.70 2.04 8,804 2.9% 050 1.89
1.06 1.88 13,414 4.9% 0.88 1.83
1.16 1.36 3 5.5% 098 1.3
103 124 6,812 4.8% 083 118
057 1.82 $ 34513 26% 0.45 178
1.00 1.16 1,317 4.6% 080 111
0.85 1.02 908 4.3% 075 0.99
112 080 455 53% 082 078
1.00 1.00 $ 165884 5.7% 1.00 1.00

1.5 x System Average: 8.6%
2.0 x System Average: 11.5%



